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DEPARTMENT OF AGRICULTURE—FOOD, NUTRITION,
AND CONSUMER SERVICES

WITNESSES

KEVIN CONCANNON, UNDER SECRETARY, FOOD, NUTRITION, CON-
SUMER SERVICES, AND DEPARTMENT OF AGRICULTURE

JULIE PARADIS, ADMINISTRATOR, FOOD AND NUTRITION SERVICE,
DEPARTMENT OF AGRICULTURE

RAJEN ANAND, EXECUTIVE DIRECTOR, CENTER FOR NUTRITION POL-
ICY AND PROMOTION, DEPARTMENT OF AGRICULTURE

MICHAEL YOUNG, BUDGET OFFICER, DEPARTMENT OF AGRICULTURE

Mr. KINGSTON. And this hearing will start. I will start with an
opening statement, and I am sure my friend, Ms. DeLauro, will
probably have one, as well.

We welcome you back. We appreciate the work that you are
doing. We are very concerned about a $17 billion increase in this
budget climate. I realize that a lot of that is driven by the farm
bill. But it is interesting that we always seem to tinker with au-
thorizing, which increases enrollment on appropriations bills, but
we are not allowed to authorize to correct a program.

I just want to remind you, though, that the boat we are in—we
are all in the same boat, in terms of the leak. The new CBO esti-
mations of the President’s budgetary proposals say that if all of the
President’s budget was enacted, it would add $26 billion to the def-
icit for 2011. And, as a result, the 2011 deficit would be $1.43 tril-
lion, or 9.5 percent of the GDP. Very, very serious numbers. The
federal debt held by the public would double under the President’s
budget, growing from $10.4 trillion, 69 percent of GDP at the end
of 2011, to $20.8 trillion, 87 percent of GDP at the end of 2021.

Not my numbers; CBO’s numbers, and something that I know
that we are all very concerned about. And that is why we want to
be sure, when we look at an increase this high, that we have
looked at every way possible to make sure that that is a minimum
amount of money, as opposed to a maximum amount of money.

So, I look forward to your testimonies. As you know, your testi-
monies have been submitted for the record, so you are invited to
summarize them.

o))
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But let me yield the floor to my friend, Ms. DeLauro, for an open-
ing statement.

Ms. DELAURO. Thank you very, very much, Mr. Chairman. And
I do not have a formal opening statement, but I am grateful to you
for allowing me to say a few words. And let me welcome the Sec-
retary and the administrator.

And T just want to emphasize how important the nutrition pro-
grams are to the most vulnerable people in our country. And there
was a FRAC report released several weeks ago. Nearly one in five
Americans struggled to afford enough food for themselves and their
families in 2010. In the last few months of 2010, some of the high-
est food hardships—those rates, in the 3-year period—were
reached. The October 2010 rate of 19.3 percent had been succeeded
only in November/December 2008.

And quite frankly, this is a low number, in comparison to others.
In my state of Connecticut, the food hardship rate is 14.5 percent.
We are categorized as the richest state in the nation. And you have
14.5 percent of folks in Connecticut who are called food-insecure,
which, in essence, means they are hungry, that they are hungry.
So the numbers—and that is a good state; we rank 49th. That tells
you something about what is going on in other states.

The figures demonstrate that we have to have the strength of nu-
trition programs. They have to be there. And they have to benefit
the most—those who most need it. The consequences of not doing
this are completely unacceptable. We can’t simply afford to leave
people behind. And the problem may get worse as food prices con-
tinue to rise.

If you will just bear with me one second, Mr. Chairman, I want
to just—and I think for all of our subcommittees, some of the new
members may not know Administrator Julie Paradis—but this is
her last day as the FNS administrator. She is retiring.

Mr. KINGSTON. She is also smiling a little bit more than nor-
mally. [Laughter.]

Ms. DELAURO. Yes. That is only because of the recognition, be-
cause she loves what she does, and she does it well. It has been
truly a privilege. I say that for all of us. And to spend your last
day as a federal servant here with us, I've got to tell you, maybe
I am going to just say, “Get a life,” here, Julie, but——

Mr. KINGSTON. And you know, while Rosa and I have not—we do
not always vote the same. We have great affection for each other,
so we want to make this a memorable hearing for you.

Ms. DELAURO. We will do it, we will do it

Mr. KINGSTON. We will both do our part. [Laughter.]

Ms. DELAURO. I just want to mention Julie’s career: USDA, Cap-
itol Hill, feeding America, every reason to be proud of the legacy
that you have left all of us. And to come out of retirement to work
at USDA with what has been a real critical time in our country’s
history, and our ability to effectively be able to deliver the nutrition
program.

So, we are grateful to you, and the country has benefitted from
your great work and your dedication and your passion for reducing
hunger in America, a noble cause. It is the gift of life. You cannot
do better than that, and what your goals are. So we are grateful.
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I also might add I am excited to see a new administrator, Audrey
Rowe, who I have had the opportunity to work with—from Con-
necticut—over the years. And so we will, I know, spend many days
together—to the new administrator. But Godspeed. Thank you.

Thank you very, very much, Mr. Chairman.

Mr. KINGSTON. Thank you, Ms. DeLauro. Mr. Farr, do you have
any

Mr. FARR. I just want to associate myself with her remarks. It
is a wonderful day—have a career public servant, and particularly
to remind Congress at a time when they want to slash and burn
and criticize government, it is important to recognize people who
have made a career and done very well at helping this nation be
a better nation. Thank you for your service.

Mr. KINGSTON. Mr. Graves, do you have anything to add?

Mr. GrAVES. I will wait.

Mr. KINGSTON. Okay. Well, Mr. Under Secretary?

OPENING STATEMENT

Mr. CONCANNON. Thank you, Mr. Chairman. Thank you, Mr.
Chairman, and members of the Subcommittee, for this opportunity
to present the Administration’s fiscal year 2012 budget request for
USDA’s Food, Nutrition, and Consumer Services.

As is noted in my written testimony, I too wanted to draw atten-
tion to the fact that our Administrator, after 31 years of public
service, will be retiring today, it is her last day as the Adminis-
trator. And we want to thank her and acknowledge that, as the
Members have already.

Let me also introduce Dr. Rajen Anand to my right, the Execu-
tive Director of the Center for Nutrition Policy and Promotion,
someone also with many years of public service devoted to improv-
ing public health and the well-being of Americans.

We come before you today in a most challenging time for Ameri-
cans. Even as signs emerge that the economy is beginning to re-
turn to vigor, families across the country continue to struggle with
the aftermath of three years of recession. Demand for the nutrition
assistance program remains extremely high. In December, nearly
44.1 million people received SNAP benefits, 21 million of them chil-
dren, the 26th consecutive month of record high participation,
again, reflecting what is going on in the American economy.

Participation in the school meals program remains at near record
levels, with 32 million children receiving a meal through the school
lunch program on an average school day, and two out of three of
those receiving a free or reduced price meal, based on family in-
come. These nutrition assistance programs have never been more
important to our Nation. In good times, as well as bad, they pro-
vide an essential safety net so that no matter what other hardship
and disruptions that our folks may face, American families need
not experience hunger.

This budget provides full support for the core nutrition assist-
ance programs, in order to ensure access to benefits for all eligible
persons who apply. And it makes targeted investments to restore
the SNAP benefits that were eliminated by the Healthy Hunger-
Free Kids Act of 2010. It also supports and encourages schools to
improve meals through the Healthier U.S. School Challenge. It en-
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courages States or leading entities to take up the challenge within
those states of ending child hunger. It helps States improve SNAP
customer service and process applications promptly. It expands the
school breakfast program, and provides support and further pro-
motion for breast feeding through the WIC program.

The request also promotes improved nutrition and health, and
addresses the crisis of childhood obesity by supporting prompt im-
plementation of the Healthy Hunger-Free Kids Act, signed into law
by the President in December. The Act, a historic victory for our
Nation’s children and families, includes real reforms for the Child
Nutrition Programs, and will promote the health and well-being of
our children for years to come.

As a country, we cannot compete and win the future if our people
are hungry, our children are poorly nourished, or new mothers and
newborn infants do not have what they need for a healthy start.
This budget recognizes and supports these fundamental facts,
makes the right choices for our country, especially for those Ameri-
cans most in need.

I want to emphasize that while the resources requested in this
budget are critical investments, they are not the whole of our strat-
egy to address the important challenges that remain in moving our
Nation out of the economic downturn and its aftermath. Our strat-
egy includes leveraging our ongoing partnership with States to
modernize, to streamline, and to improve program operations.

As you know, all nutrition assistance programs are operated in
partnership with State governments. And the very circumstances
that have driven increased demand for these programs have also
reduced the revenue available to states to operate the programs.
This is particularly important in SNAP, in which States must cover
half of the cost required to administer the program.

Facing these pressures, many States have pursued, with our en-
couragement, business process improvements to increase the effi-
ciency and effectiveness of SNAP operations. In the school meals
program, we are promoting wider use of direct certification, which
uses certification information from the SNAP and other means-test-
ed programs to enable low-income children to receive free school
meals without their families having to fill out, and schools having
to process paper applications. These kinds of ongoing efforts are es-
sential to keeping the programs effective and meeting the food and
nutrition needs of our people in this time of limited resources.

In the same vein, I want to underscore a strong commitment to
program integrity. As you may know, the President has issued an
Executive Order and a memorandum to all Federal agencies, di-
recting us to reduce payment errors and eliminate waste, fraud,
and abuse in the programs within our jurisdiction. I take this re-
sponsibility seriously, as a matter of proper management, but I also
want to emphasize its fundamental relationship to our success.

From my perspective, the ongoing mission of these programs is
not separable from strong and sustained attention to program in-
tegrity and stewardship of Federal funds. Waste and abuse draw
scarce program resources away from the people who need them
most. We cannot afford such losses.

And, just as importantly, the programs are ultimately
unsustainable without public confidence that benefits go to those
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who qualify for them, are used appropriately, and achieve their in-
tended purpose. We simply cannot sustain the Nation’s commit-
ment to these programs—which, with your support, is consider-
able—without honoring and fulfilling the expectation that we can
manage them with integrity. This is one of our fundamental re-
sponsibilities.

In closing, the budget request reflects the essential role these
programs play in restoring our economic vitality, and sustaining
the nutrition, health, and well-being of our people. It makes the
right investments to make them as effective as they must be to
meet the challenges that face our country.

And T appreciate the opportunity to present, discuss it with you,
and look forward to taking your questions.

Thank you.

[The information follows:]
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Food, Nutrition, and Consumer Services
Statement of Kevin Concannon, Under Secretary
Food, Nutrition, and Consumer Services

Before the Subcommittee on Agriculture, Rural Development,
Food and Drug Administration and Related Agencies

Thank you, Mr. Chairman, and members of the Subcommittee for this opportunity to
present the Administration’s fiscal year 2012 budget request for USDA’s Food, Nutrition, and
Consumer Services (FNCS).

Before I begin my testimony, [ would like to take a moment to introduce to you the
members of the leadership of the Food, Nutrition and Consumer Services mission area who are
accompanying me at the witness table. Joining me is Julie Paradis, the Administrator of the
Food and Nutrition Service. You may be aware that today is her last day as the Administrator of
FNS as she retires. I want to thank her for her service to the agency and, more importantly, to all
the people that we serve through the Federal nutrition assistance programs. She has been a
tireless champion for them, and her work represents a legacy that we will build on into the
future. Let me also introduce Dr. Rajen Anand, the Executive Director of the Center for
Nutrition Policy and Promotion, someone with many years of public service. Each has submitted
testimony for the record that provides more detail on each of the budget requests.

We come before you today in a challenging time for Americans. Even as signs emerge
that the economy is beginning to return to vigor, families across the country continue to struggle

with the aftermath of three years of recession:
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Unemployment has fallen substantially from its recent peak of 10.1 percent in October 2009,
but remains unacceptably high at 8.9 percent as of February.

The poverty rate in 2009 was 14.3 percent, the highest rate since 1994. There were 43.6
million people in poverty in 2009, up from 39.8 million in 2008 — the third consecutive
annual increase, and the largest number of people in poverty in the 51 years for which
poverty estimates are available.

Demand for the nutrition assistance programs remains extremely high. In December 2010,
nearly 44.1 million people received SNAP benefits, 21 million of them children — the twenty-
sixth consecutive month of record-high participation. Participation in the school meals
programs remains at near-record levels, with about 32 million children receiving a meal
through the school lunch program on an average school day, and two out of three served free
or at reduced price.

These sobering statistics underscore the fact that these nutrition assistance programs have

never been more important to our Nation. In good times as well as bad, they provide an essential

safety net so that, no matter what other hardship and disruptions our people may face, American

families need not experience hunger.

But in the times of broad economic downturn, the benefits of these programs reach even

more widely. They are structured to respond correspondingly to the needs of the hardest-hit

households. Benefits flow to these households, providing a boost of economic stimulus for them

and their communities, even as they meet the nutrition needs of low-income people. Every $5 in

new SNAP benefits, for example, generates as much as $9 in total economic activity. Every time

a family uses SNAP benefits to put healthy food on the table, it also benefits the store and the

employees where the purchase was made, the truck driver who delivered the food, the
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warehouses that stored it, the plant that processed it, and the farmer or rancher who produced the

food.

‘We know that the fundamental cause of food insecurity and hunger in the United States is
poverty — the lack of adequate resources to address basic needs such as food, shelter and health
care. The Administration has worked with Congress on an aggressive program of actions to
address poverty through a broad expansion of economic opportunity — creating or saving about
3.5 million jobs through the Recovery Act while making long-term investments in health care,
education, energy, and infrastructure, providing tax relief for working families, and promoting
affordable housing and vibrant neighborhoods and communities.

Evidence continues to mount that the nutrition assistance programs have multiple,
positive impacts, especially in times of economic hardship:

o Program data indicates that in 2009, SNAP benefits added to other income sources, was
sufficient to raise 13.4 percent of SNAP households — over 4.4 million people — above the
poverty line.

e The Department’s annual tracking of the rate of food insecurity in the United States showed
that this rate was essentially unchanged between 2008 and 2009, with 14.7 percent of
households experiencing food insecurity in 2009. Similarly, data released recently by the
Food Research and Action Center on food hardship showed relative stability during 2010.
While continued high levels of food insecurity and food hardship are cause for concern, the
fact that the numbers did not increase, despite the significant increase in unemployment and
poverty, strongly suggests that that these programs are working as intended — to meet the

needs of families in financial crisis.
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The budget request for the nutrition assistance programs reflects the difficult
circumstances that we face, but also the critical importance and proven effectiveness of these
programs. Just as many Americans have had to cut back to make ends meet, USDA’s budget
request reflects many tough choices, and makes difficult cuts to important programs to reduce
the deficit. But this budget also reflects important core values and preserves key investments
that matter to the American people, and so preserves our strong commitment to a robust nutrition
safety net.

The budget provides full support for the core nutrition assistance programs, to ensure
access to benefits for all eligible people who wish to apply. And it makes targeted investments
to:

o Maintain increased SNAP benefits through March 2014;

« Support and encourage schools to improve meals through the Healthier US School
Challenge;

o Encourage States or leading entities to take up the challenge of ending childhood hunger;

» Help States improve SNAP customer service and process applications promptly;

¢ Expand the School Breakfast Program; and

e Support and promote breastfeeding through WIC.

The request also promotes improved nutrition and health and addresses the crisis of childhood

obesity by supporting prompt implementation of the Healthy, Hunger-Free Kids Act,

signed into law by the President in December. The Act, a historic victory for our Nation's

children and families, includes real reforms to the Child Nutrition Programs, and strongly

supports First Lady Michelle Obama's Let’s Move! initiative, our overarching strategy to end

childhood obesity within a generation. In January, we proposed updates to nutrition standards
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for the school meals programs for public comment. Once new standards are finalized and go
into effect, schools that comply will receive increased Federal meal reimbursements — the first
real increase in over 30 years. The law also provides USDA with the anthority to set nutritional
standards for all foods sold in schools, including in vending machines, the "a la carte” lunch
lines, and school stores. And it empowers parents by requiring schools to make information
more readily available to parents about the nutritional quality of school meals. These and other
provisions in the Act will promote the health and well being of our children for years to come,
and our budget request provides the resources needed to implement these critical changes
rapidly.

As a country, we cannot compete and win the future if our people are hungry, our
children are poorly nourished, or new mothers and newbormn infants do not have what they need
for a healthy start. This budget recognizes and supports these fundamental facts and makes the
right choices for our Nation, especially for those Americans most in need.

Before I move on to provide a few highlights of our request, there are two additional
areas that I want to discuss to provide context. First, I want to emphasize that while the
resources requested in this budget are critical investments, they are not the whole of our strategy
to address the important challenges that remain in moving our Nation out of the economic
downturn and its aftermath.

Our strategy includes leveraging our ongoing partnership with States to modernize,
streamline, and improve program operations. As you know, all nutrition assistance programs are
operated in partnership with State governments, and the very circumstances that have driven

increased demand for these programs has also reduced the revenue available to States to operate



11

the programs. This is particularly important in SNAP, in which States must cover half of the
costs required to administer the program.

Facing these pressures, many States have pursued with our encouragement business
process improvements to increase the efficiency and effectiveness of SNAP operations. We
work closely with them not only to provide technical assistance and share the most effective
practices used in other States, but also to ensure that any changes they make do not compromise
fundamental aspects of program performance such as access, customer service, and payment
accuracy.

We are also working to enable and encourage program simplifications that make it easier
for low-income families to apply for benefits while also reducing burdens on States. USDA has
expanded the adoption of broad-based categorical eligibility for SNAP benefits to forty-one
States. We promote the use of telephone interviews to ease the application process, and have
clarified and reinforced a number of simplified reporting requirements.

In the school meals programs, we are promoting wider use of direct certification, which
uses certification information from SNAP and other means-tested programs to enable low-
income children to receive free school meals without their families having to fill out —and
schools having to process — a paper application. The Healthy, Hunger-Free Kids Act of 2010
authorized and funded a major demonstration project to test the effectiveness of direct
certification using Medicaid enrollment data in simplifying access to school meals.

These kinds of ongoing efforts are essential to keeping these programs effective in
meeting the food and nutrition needs of our people in this time of limited resources.

In this same vein, I want to underscore our strong commitment to program integrity. As

you may know, the President has issued an Executive Order and a memorandum to all Federal
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agencies directing us to reduce payment errors and eliminating waste, fraud, and abuse in the
programs under our jurisdictions. I take this responsibility seriously as a matter of proper
management, but I also want to emphasize its fundamental relationship to our success.

From my perspective, the ongoing mission of these programs is not separable from strong
and sustained attention to program integrity and stewardship of Federal funds. Was?e and abuse
draw scarce program resources away from the people who need therm the most — and we cannot
afford such losses. Just as importantly, these programs are ultimately unsustainable without
continued public confidence that benefits go to those who qualify for them, are used
appropriately, and achieve their intended purposes. We simply cannot sustain the Nation’s
commitment to these programs, which with your support is considerable, without honoring and
fulfilling the expectation that we can manage them with integrity. This matter is one of FNS’s
fundamental responsibilities and one of my top priorities.

Let me turn now to a few highlights of the FNCS budget request:

Supplemental Nutrition Assistance Program (SNAP)

SNAP continues to serve the Nation as the primary source of nutrition assistance for low-
income Americans. The President’s budget requests $73.3 billion for SNAP, enough to serve an
average of 45 million people each month in fiscal year 2012. The budget includes a one-year
suspension of benefit time limits for Able-Bodied Adults without Dependents (ABAWDs). The
suspension would provide approximately 65,000 low-income people access to nutritious food by
temporarily lifting the limits on how long they can receive SNAP benefits during this difficult
economic period.

The budget requests indefinite funding authority in fiscal year 2012, which would ensure

the availability of benefits for eligible households even in the most challenging financial times.
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Child Nutrition Programs

The budget requests $18.8 billion for the Child Nutrition Programs, to assist State and
local governments in serving nutritious meals to children in public and private schools, child and
adult care centers and family day care homes as well as summer recreation programs.

The budget request also includes $10 million to provide competitive grants to local
education agencies to establish, maintain or expand the school breakfast program. Currently,
fewer than half of low-income school lunch participants receive school breakfast on an average
day. In addition, the President’s Budget requests $25 million to provide competitive grants to
Governors to carry out comprehensive and innovative strategies to end childhood hunger in their
States. Finally, the budget requests $2 million for Farm to School Teams to support local and
regional food systems by facilitating linkages between schools and their local food producers.

WIC

The President’s Budget includes $7.4 billion for the Special Supplemental Nutrition
Program for Women, Infants and Children, or WIC, to ensure that all eligible persons seeking to
participate can be served. This year’s request will allow local communities to provide food,
nutrition education and a link to health care to a monthly average of 9.6 million women, infants
and children. The budget request also includes $60 million to continue the work with State
agencies, food retail vendors and the payments industry to implement WIC EBT nationwide by
2020. The scientific information on the benefits of breastfeeding for both the mother and the
infant continues to grow, so as an investment toward increasing breastfeeding and helping

children get the most healthful start in life, the budget increases the amount available for
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breastfeeding peer counseling to $83 million and the amount for breastfeeding performance
bonuses to $10 million.
The Emergency Food Assistance Program (TEFAP)

The President’s budget also fully supports the level of food purchases authorized for
TEFAP. Through TEFAP, USDA provides food and administrative funding to hundreds of
regional food banks, soup kitchens and food pantries to help them provide food to needy
families. These organizations have seen unprecedented demand for food assistance during the
extended economic downturn. While the majority of emergency feeding organizations’
resources come from corporate or individual donations, TEFAP plays a critical role in ensuring
that these organizations have a stable source of nutritious food and provides administrative funds
to help ensure food gets to those in need. Feeding America estimates that about 25 percent of the
food distributed by its member food banks comes from TEFAP.

In closing, the budget request reflects the essential role that nutrition assistance programs
play in restoring our economic vitality and sustaining the nutrition, health and well-being of our
people. It makes the right investments to make them as effective as they must be to meet the
challenges that face our Nation. I appreciate the opportunity to present and discuss it with you,

and would be happy to take any questions.
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Food, Nutrition, and Consumer Services
Statement of Julie Paradis, Administrator
Food and Nutrition Service

Before the Subcommittee on Agriculture, Rural Development,
Food and Drug Administration and Related Agencies

Thank you, Mr. Chairman, and members of the Subcommittee for this opportunity to
present the Administration’s fiscal year 2012 budget request for the Food and Nutrition Service
(FNS).

This is a bittersweet day for me because, although it has been my privilege to serve as the
Administrator to FNS for the past two years, today is my last as a Federal servant. Ibegan my
Federal career with USDA in 1979. I have been especially proud to be associated in leadership
roles for FNS on two occasions — first as the Deputy Under Secretary for Food, Nutrition and
Consumer Services in the late 1990°s and then lately as the Administrator — because I truly
believe it is the best agency, with the most dedicated employees, in the Federal government.

Therefore, [ am proud to have the opportunity on my final day with the agency to come
talk to you about the importance of the FNS mission and the FY 2012 President’s Budget. As
Under Secretary Concannon mentioned in his testimony, we have faced tremendous challenges
as a country during and in the aftermath of the Great Recession, with very high unemployment
and poverty rates. And yet, we have seen the nutrition assistance programs respond decisively,
expanding to meet the needs of families in financial crisis. Program participation has grown
dramatically, especially in the Supplemental Nutrition Assistance Program (SNAP), and the

results are clear — despite the terrible economic conditions in 2009 and much of 2010, food
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insecurity has remained relatively stable. It is still unacceptably high, but without these
programs, millions more Americans would struggle just to feed themselves and their families.

How has this been possible? Many deserve a portion of the credit. The legislative
architects of these programs designed the largest of them to respond automatically to families
and communities in need. Congress — this Subcommittee — and the Administration have worked
closely to ensure that these programs are funded at levels that allow them to serve all eligible
people who seek benefits. The State agencies that deliver these programs have persevered
through the extraordinary squeeze of increasing demand and declining administrative resources.
And my colleagues at FNS have worked tirelessly to make sure that the nutrition safety net was
managed effectively in the face of unprecedented growth.

This shared success made the difference — at family dinner tables, at child and adult care
centers, at schools and summer centers, food banks, food pantries, soup kitchens, and
everywhere in America that people were in need of nutritious food. We have risen together to
the challenge, and helped to prevent far worse circumstances than we would face without these
programs.

But there is much more to be done. In his State of the Union address, President Obama
detailed a list of challenges that America faces as we move forward to win the future. Americans
cannot be globally competitive if its people are hungry due to food insecurity or ill because their
diets are unhealthy. Today, too many children across the country still don’t have access to
healthy school meals. And a lack of nutritious diets that includes plenty of fruits and vegetables
is part of the reason that so many children are overweight with health conditions including high
blood pressure, high cholesterol and Type II diabetes. Recent studies reported in the news reveal

that obesity can shorten a person’s life span to almost the same degree as smoking due to higher
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incidence of Type I diabetes. In addition, diabetics are more likely to die of kidney disease,
liver disease, pneumonia, and infectious diseases.

FNS programs play an important role in winning the future by providing access to safe,
nutritious, and balanced meals for a healthier generation of young people. In this great country,
all children should have the basic nutrition they need to learn, grow and pursue their dreams
because, in the end, the success of our nation tomorrow depends on the choices we make for our
children today.

The President’s FY 2012 Budget shows a strong commitment to FNS programs. This
budget strengthens these important safety net programs in a time of competing priorities and
limited resources, balancing program access, good nutrition, and program integrity to meet our
key commitments to serve program clients effectively and with dignity. The budget request of
over $100 billion fully funds FNS’ largest nutrition assistance programs including SNAP, WIC
and the Child Nutrition Programs.

The budget also supports implementation of the Healthy, Hunger-Free Kids Act of 2010.
The Act, a historic investment in improving our child nutrition programs over the next ten years,
will eliminate the barriers that keep children from participating in school nutrition programs,
improve the quality of school meals and the health of the school environment, and enhance
program performance. FNS has let program cooperators know of the provisions and we have
met with and listened to our program cooperators in determining the best paths toward

implementation. Some of the major provisions include:

¢ Conducting major pilot projects and research to evaluate strategies for ending
childhood hunger;
* Increasing access to school meals through enhancements to directly certify children’s

eligibility for school meal benefits based on their participation in Medicaid;
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* Providing performance bonuses to States that are highly successful or that make
improvements in their efforts to directly certify low-income children for school meal
benefits.

¢ Expanding programs that serve at-risk communities, such as the afterschool meal
program.

¢ Establishing improved nutrition standards for school meals based on the Dietary
Guidelines for Americans and providing resources to assist school in meeting the
improved nutrition standards.

» Creating national standards for all foods sold in schools to ensure that they contribute
effectively to a healthy diet.

e Establishing standards to ensure child nutrition professionals have the skills to serve

top-quality meals that are both healthful and appealing to their student customers.

Implementing some of these provisions will be more challenging than others but we are
committed, our staff is hard at work and our program cooperators are at our side in implementing
the provisions as quickly as possible. Our budget request acknowledges the challenges we face
and provides the resources needed to implement these critical changes rapidly.

Let me turn now to a few highlights of the FNS budget request:

Child Nutrition Programs

The budget requests $18.8 billion for the Child Nutrition Programs, to assist State and
local governments in serving nutritious meals to children in public and private schools, child care
centers and family day care homes as well as summer recreation programs. This level of funding
will support an expected increase in average daily lunch participation from 32.1 million children
in FY 2011 to 32.5 million children in FY 2012. In addition, breakfast participation is expected
to grow from 12.4 million to 12.9 million children per day. One of the larger drivers of

increased program costs is the percentage of meals served free or reduced price to children from
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low-income families. Unfortunately, due largely to continued forecasts of relatively high
unemployment into the first part of FY 2012, this percentage continues to grow.

The budget request also includes $10 million to provide competitive grants to local
education agencies to establish, maintain or expand the school breakfast program. Currently,
fewer than half of low-income school lunch participants receive school breakfast on an average
day. In addition, the President’s Budget requests $25 million to provide competitive grants to
Governors to carry out comprehensive and innovative strategies to end childhood hunger in their
States. Finally, the budget requests $2 million for Farm to School Teams to support local and

regional food systems by facilitating linkages between schools and their local food producers.

WwIC

The President’s Budget includes $7.4 billion for the Special Supplemental Nutrition
Program for Women, Infants and Children, or WIC, to ensure that all eligible persons seeking to
participate can be served. This year’s request will allow local communities to provide food,
nutrition education and a link to health care to a monthly average of 9.6 million women, infants
and children. The budget request also includes $60 million to continue the work with State
agencies, food retail vendors and the payments industry to implement WIC EBT nationwide by
2020. There are currently over 40 State agencies in various stages of WIC EBT implementation.
The scientific information on the benefits of breastfeeding for both the mother and the infant
continues to grow, so as an investment toward increasing breastfeeding and helping children get
the most healthful start in life, the budget increases the amount available for breastfeeding peer
counseling to $83 million and the amount for breastfeeding performance bonuses to $10 million.

Supplemental Nutrition Assistance Program (SNAP)
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The President’s budget requests $73.3 billion for SNAP, enough to serve an average of
45 million people each month in fiscal year 2012. The budget includes a one-year suspension of
benefit time limits for Able-Bodied Adults without Dependents (ABAWDs). The suspension
would provide approximately 65,000 low-income people access to nutritious food by temporarily
lifting the limits on how long they can receive SNAP benefits during this difficult economic
period.

The budget requests indefinite funding authority which would ensure the availability of
benefits for eligible households even in the most challenging financial times.

The budget request includes a number of requests designed to improve service and ensure
timely access to benefits. For example, $9 million is included for improvements in business
processes and timeliness of processing applications. This may be accomplished through direct
Federal assistance, technical assistance or grants to States. The budget also includes $4 million
to expand the availability of point of sale terminals in Farmers’ Markets. Finally, the budget
includes a $1.8 million increase to improve the quality and efficacy of nutrition education and

program outreach to underserved populations.

Nutrition Programs Administration
We are seeking $170.5 million to support the work of the Agency, including $12.9
million for the Center for Nutrition and Policy Promotion (CNPP). The budget includes an
additional $9 million for CNPP for nutrition education curriculum development; implementation
of scientific evidence-based approaches to nutrition education; and promotion of the 2010
Dietary Guidelines for Americans. The request also includes an increase of $3.5 million to

upgrade the outdated program financial management system which is nearing the end of its
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useful life. FNS relies heavily on this system to control $100 billion in appropriations and to
maintain the integrity of the financial accounts. Also for information technology, the budget
includes a request for $2 million to provide a dedicated source of funding to FNS’ internal
computer infrastructure. These funds will enable the Agency to protect itself against cyber
attacks, faulty data, and disruptions in service. Finally, the budget request includes an additional
$5.2 million to sustain the program management and support activities of our employees
nationwide.

At a time of continued dramatic growth in FNS programs, there has been a serious
erosion of FNS staffing levels — from a level of 2,500 staff years in 1980 to 1,600 staff years in
2000, to fewer than 1,400 staff years today. At the same time, the programs have become more
complex with increasing requirements to improve quality, timeliness, access and outreach.
Robust Federal oversight, monitoring and technical assistance are essential to the identification,
prevention and resolution of problems — but this is becoming more difficult as staffing levels are
continuously eroded. As I noted previously, the team at FNS — of which I have been so proud to
be a member — have risen to the extraordinary challenges of today’s economic dislocation and
ensured, in cooperation with our State partners, that the programs have responded. The small
additional investment we have requested in Federal administrative resources will greatly
strengthen our ability to continue to improve these programs, and ensure that their nutrition
mission is accomplished as efficiently and effectively as possible.

Mr. Chairman and members of the Subcommittee, I appreciate the opportunity to present

this budget request to you. I would be happy to address any questions you may have.
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Center for Nutrition Policy and Promotion
Statement of Rajen Anand, Executive Director
Center for Nutrition Policy and Promotion

Before the Subcommittee on Agriculture, Rural Development,
Food and Drug Administration, and Related Agencies

Thank you, Chairman and members of the Subcommittee, for allowing me this opportunity
to present testimony in support of the Administration’s budget for fiscal year 2012. Tam
especially pleased to have the honor of explaining the work of the Center for Nutrition
Policy and Promotion (CNPP), one of two agencies in the Food, Nutrition, and Consumer

Services (FNCS) mission area.

CNPP serves as a recognized authority for providing evidence-based, scientific
dietary guidance for the American public. With the Nation facing significant public health
issues related to the quality of the American diet, particularly with regard to the need to
reduce and prevent chronic disease risks, overweight, and obesity, the efforts of the Center
are the key to promoting more healthful eating behavior and lifestyles across the Nation.
The Center’s functions, as part of FNCS are driven by a core commitment to improve the
health of Americans by developing and promoting dietary guidance that links the most
recent and evidence-based scientific research to the nutrition needs of consumers, Thus,
the Center has a critical role in how USDA meets its strategic objective to “promote

healthy diet and physical activity behavior.”
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Improved Nutritional Well-Being and Healthful Lifestyles: Goal of Federal Nutrition

Guidance and Education

Recent studies indicate that obesity is a major public health problem among U.S. adults
and children. America’s dietary and physical activity behavior reveals disturbing trends.
Since the mid-seventies, the prevalence of overweight and obesity has increased sharply
for both adults and children. It is generally known that a combination of poor diet and
sedentary lifestyle not only undermines quality of life and productivity, but also
contributes to some of the preventable causes of death each year in the United States and a

great deal of avoidable expense.

It is also known that overweight and obesity are contributing factors to problems
associated with reduced quality of life. Evidence shows that not eating well and not being
physically active have short- and long-term effects, including obesity, diabetes, certain
types of cancer, and other diet-related chronic diseases. These diseases can have a

devastating effect on productivity, lifestyle, healthcare, and lifespan.

Childhood obesity is associated with various health-related consequences.
Overweight children and adolescents may experience immediate health consequences and
may be at risk for weight-related health problems in adulthood. Overweight children and
teens have been found to have risk factors for cardiovascular disease, including high
cholesterol levels, high blood pressure, and abnormal glucose tolerance. With Centers for
Disease Control and Prevention (2009) estimates indicating that annual obesity-related

medical expenditures in the United States have reached $147 billion, the health of
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Americans is a serious and growing cost concern to the Federal government, government

at all levels, and the private sector.

The lack of physical activity has been associated with a number of conditions,
including diabetes, overweight and obesity, cardiovascular disease, and certain types of
cancer. Supporting evidence indicates that less than one-third of adults and children are
regularly physically active. On the other hand, children and teens are spending more hours
using entertainment media, such as television, video games, computers, iPods, and MP3
players. By 2010, children and teens were spending over 7 and one-half hours using one
entertainment medium on a typical day, an increase of more than an hour from their usage

pattern in 2004.

USDA’s development and implementation of Federal nutrition guidance—
including the Dietary Guidelines for Americans and the MyPyramid Food Guidance
System—are critical in helping to stem and eventually reverse some of these disturbing
trends. It is important for children and teens, especially, to adopt healthier eating behavior
that is balanced with physical activity for about 60 minutes a day for overall health and

fitness that will last their lifetime.

Administering the Process for the 2010 Dietary Guidelines for Americans

In January 2011, the USDA and Department of Health and Human Services

(DHHS) released the 2010 Dietary Guidelines for Americans -- the seventh edition - a

science-based blueprint for promoting good nutrition and health. The Guidelines are the
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basis for setting the nutrition benefits for SNAP, the National School Lunch Program,
WIC, and other nutrition assistance programs. Further, the Guidelines are the basis for
dietary guidance and messages in nutrition education. The Guidelines provide advice for
Americans, ages two years and older, about food choices that promote health and prevent
disease, set standards for the nutrition assistance programs, guide nutrition research and
education, and are the basis for USDA nutrition promotion activities. To promote the
messages of the Guidelines, the CNPP uses on-line interactive tools, as well as a variety of

print materials, to reach the general public and targeted audiences.

All nutrition assistance programs, a multiplicity of nutrition education and
promotion programs Government-wide, as well as private sector nutrition education and
promotion use the Guidelines as their focal point. This includes the education programs
focused on promoting healthier eating behavior for the general population that CNPP
administers as well as those administered by its sister agency, the Food and Nutrition
Service, which focuses on serving two primary audiences: children and low-income
populations. The DHHS has included the goals of increasing the consumption of nutrient
dense foods and reducing the consumption of calories from solid fats and added sugars to
its Healthy People 2020 objectives. Therefore, it is critical that the Guidelines be both
scientifically up-to-date and in touch with the realities of contemporary living and what
that means for the development and maintenance of a healthy diet and an active lifestyle.
By statute, Congress requires that USDA and DHHS review the Guidelines at least every 5

years (see 7 U.S.C. 5341).
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CNPP had the leadership role for USDA in administering the development of the
2010 Dietary Guidelines. USDA used strategies that included creating and implementing a
new evidence-based system that was used by the Dietary Guidelines Advisory Committee
(Advisory Committee) as it reviewed the most recent scientific literature. Historically, this
Committee developed dietary recommendations by using a critical-review process to
examine the literature that formed the basis of the science-based dietary recommendations.
However, this process was not as rigorous as a system supported by a network of literature
abstractors and an electronic framework, which is a more rigorous and transparent

approach that is known as an “evidence-based review” system.

Over the past few decades, evidence-based systematic reviews have replaced expert
opinion as the predominant basis for health-related treatment guidelines and policy. In
response to this evolution, USDA, through CNPP’s efforts, established the Nutrition
Evidence Library to specialize in conducting systematic evidence-based reviews to inform
nutrition policy and programs. Use of the Nutrition Evidence Library ensures compliance
with the Consolidated Appropriations Act of 2001 or Data Quality Act, which mandates
that Federal agencies ensure the quality, objectivity, utility, and integrity of the information

used to form Federal guidance.

The Nutrition Evidence Library also helped to ensure transparency. All of the
evidence portfolios for each research question addressed by the 2010 Advisory Committee
are posted on the Nutrition Evidence Library website. Therefore, the public has access to

the Advisory Committee’s review of the scientific evidence used to support the
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Committee’s conclusions and recommendations submitted to the Secretaries of USDA and

DHHS.

USDA Food Pyramid Encourages Healthful Eating Habits and Lifestyles

The Food Pyramid is an educational system developed by USDA to translate the
Dietary Guidelines into food-based recommendations and applications for the public. The
broader MyPyramid Food Guidance System provides educational resources, messages, and
personalized tips about nutrition and physical activity and extensive online interactive tools

to promote healthy eating.

CNPP’s interactive website—MyPyramid.gov—is devoted to promoting dietary
guidance and educational materials that can help Americans improve their diet and become
more physically active. Many Americans can dramatically improve their overall health by
making modest improvements to their diets and by incorporating regular physical activity
into their daily lives. MyPyramid helps people make healthy choices: It encourages
flexibility in making choices to create a healthy eating pattern that meets nutrient needs

and stays within calorie limits.

MyPyramid.gov has been extremely successful in reaching the public with
scientifically based nutrition information. The public’s use of MyPyramid tools has
exceeded expectations and continues to increase. Visitors to MyPyramid.gov use a
number of interactive, personalized tools, some of which are the following: MyPyramid

Tracker, MyPyramid Plan, Inside MyPyramid, MyPyramid for Kids, MiPirdmide (the
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Spanish-language version), MyPyramid for Pregnant and Breastfeeding Women, the
MyPyramid Menu Planner, and My-Food-a-Pedia. As a result, MyPyramid.gov has had
well over 12 billion hits, mostly from general consumers, students, educators, and health

professionals. Such a response makes it one of the most visited government websites.

Being responsive to addressing the nutrition education needs of Americans and
ensuring that the MyPyramid Food Guidance System provides up-to-date information
based on the 2010 Dietary Guidelines for Americans requires IT platform-based
development and continual enhancements. CNPP is making the necessary changes
resulting from the recommendations by the 2010 Advisory Committee and the policy
document produced by the USDA and the DHHS to change its educational system used to
translate the Dietary Guidelines. CNPP is also preparing a comprehensive campaign to
communicate nutrition messages to different segments of the U.S. population. In addition,
CNPP continues to support the Administration’s and Department’s initiatives, such as

Let’s Move; The People’s Garden; and Know Your Farmer, Know Your Food.

USDA Food Plans — Eating Healthy at Minimal Cost

USDA issues four Food Plans—the Thrifty, Low-Cost, Moderate-Cost, and Liberal
Food Plans-——that show people how to eat a healthy diet at various cost levels. The Thrifty
Food Plan represents a minimal cost, nutritious diet; whereas, the other plans represent a
nutritious diet at the second (Low-Cost Plan), third (Moderate-Cost Plan), and upper
(Liberal Plan) quartiles of food spending. Each plan contains a set of market baskets,

applicable to one of 15 age-gender groups; because, different groups have different
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nutritional needs. Each market basket contains a selection of foods in quantities that
reflect current dietary recommendations, food composition data, food prices, and actual

consumption patterns.

The Thrifty Food Plan serves as the basis for maximum SNAP allotments. Often,
the value of the Low-Cost Plan is used in bankruptcy courts to determine the portion of a
person’s income to allocate to necessary food expenses. The value of the Liberal Food
Plan is used by the Department of Defense to determine the Basic Allowance for
Subsistence (food allowance) rates for all service members because, they require a higher
caloric level as they are undergoing basic training. The Low-Cost, Moderate-Cost, and
Liberal Food Plans are used in USDA’s Expenditures on Children by Families report,
which is used to set State child support guidelines and foster care payments, and many

divorce courts use the values of the USDA Food Plans to set alimony payments.

USDA’s Healthy Eating Index -- Measuring the Quality of the American Diet

The USDA Healthy Eating Index (HEI) is a dietary assessment tool that measures
quality in terms of conformance to the recommendations of the Dietary Guidelines for
Americans and the USDA Food Patterns. The original HEI was created by USDA in 1995
and revised in 2005 to reflect the 2005 Dietary Guidelines for Americans. The HEI-2005 is
used for population monitoring, to inform development of nutrition education programs,
for evaluation of nutrition interventions, and in research. As a research tool, the HEI has
been used to assess the quality of Americans’ diet and determine trends over time, measure

the association between diet quality and health-related outcomes, determine factors that



30

influence diet quality, evaluate the effectiveness of nutrition programs, and evaluate the
quality of food environments. The HEI will be updated for launch in 2012 to be consistent

with the recommendations of the 2010 Dietary Guidelines for Americans.

The President’s budget for 2012 requests $12.9 million for CNPP, of which $9
million is requested to provide core nutrition education and research activities, including,
the Nutrition Evidence Library ($1,000,000); 2010 Dietary Guidelines implementation
($2,000,000); MyPyramid Enhancements ($4,000,000); and Nutrition Education
($2,000,000). This budget would allow USDA to prepare for and complete the tasks
associated with the research work of the Nutrition Evidence Library, the promotion of the
2010 Dietary Guidelines for Americans, and the enhancements to the Dietary Guidelines-
based educational tools, specifically updating internet-based interactive tools and
educational toolkits and updating USDA projects that incorporate the Dietary Guidelines

as a standard for diet quality.

In 2012, the focus on dietary guidance will be implementation of a robust operation
for communicating messages to the public and delivery of effective nutrition education to
various population groups, especially schoolchildren. CNPP will be at the focal point of
the research on the consumer- and health professional-tested, understandable and
actionable nutrition guidance messages used by all of its Federal partners. The Center is
building cutting-edge systems designed to foster behavioral changes toward positive
dietary practices and active lifestyles, as well as increase the distribution of materials, to
help reduce the obesity epidemic, reduce incidences of diet-related chronic diseases,

through prevention-focused interventions, and improve the overall health of Americans.
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The Center will implement systematic evidence-based reviews of research on obesity and
nutrition education interventions to determine the most effective communication strategies,
the most effective classroom and community-based instructional designs, and the best
methods of measuring the success of such interventions in terms of knowledge attainment
as well as behavioral changes. Also, CNPP will continue evidence-based reviews that
answer specific policy questions to provide an evidence base for food, nutrition, and

nutrition education practice decisions.

Specifically these funds will allow CNPP to (1) continue implementing the
scientific evidence-based approach to nutrition guidance, (2) promote and communicate
the messages of the 2010 Dietary Guidelines for Americans to ensure that nutrition
education has the greatest impact on diet quality, (3) perform evidence-based systematic
review of nutrition education research to guide effective nutrition education interventions
in schools and communities, and (4) build and maintain educational tools and systems that
Americans can use to adopt behavior that leads to more healthful eating and active
lifestyles. Additionally, these funds will be used to update USDA Food Plans and the
USDA Healthy Eating Index, each of which must capture new aspects of diet quality

identified in the recommendations of the 2010 Dietary Guidelines for Americans.

The funding requested will help CNPP make a significant contribution to USDA’s
goal to help Americans in general and children in particular develop eating behavior that is
more consistent with the Dietary Guidelines for Americans. CNPP will use foundational
work in education, research, policy development, and promotion to build cutting-edge

systems that will result in positive consumer behavior that can help reduce the obesity
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epidemic, reduce incidences of diet-related chronic diseases, and improve the overall

health of Americans.

With the support of the House Committee on Appropriations, we look forward to
continuing to work toward improving the health of Americans by developing and
promoting dietary guidance that links the best scientific research to the nutrition needs of
all consumers. With this support, we will build and better promote personalized and
individualized nutrition guidance tools that reach millions of Americans. Your support
will help set the foundation for future development of nutrition policy that is vital to
addressing the growing problems associated with overweight and obesity and the related

health challenges in America.

I thank the Subcommittee for the opportunity to present this written testimony.
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BUDGET REDUCTIONS

Mr. KINGSTON. Thank you, Mr. Under Secretary. Let me ask
this. In terms of this budget for this committee, this represents 75
percent of our appropriation. We have had nine hearings. I think
we have one more next week, and that is our last hearing.

Every agency has proposed reductions and proposed cuts. Some
of them have a bottom line lower than last year, but most have off-
sets. The only thing that you have proposed are cuts that would
have happened anyhow, because they were one-year programs. The
TEFAP infrastructure, the Social Security data, and SNAP school
garden plot, those are all fairly small, numerically, to begin with,
in comparison to the cost of the program. But they were also ones
that were going to expire.

So, where have you seriously taken aim at doing it better? And,
you know, you just mentioned the fraud and abuse. This might be
a good time to tell us what you have done on that. But I am con-
cerned that I do not see what I have seen in the other USDA agen-
cies, in terms of their budgets.

Mr. CONCANNON. Well, Mr. Chairman, thank you for that ques-
tion. We—as I mentioned in my overview testimony, these pro-
grams, these nutrition programs, which ultimately, of course, ben-
efit American farmers and growers, have never been as urgently
needed as now.

Mr. KINGSTON. I know that the stimulus program did not work,
and the economy is in shambles, but what I want to know is: what
have you done to reduce the cost of the program?

Mr. CoNCANNON. We have done a number of things, Mr. Chair-
man.

Mr. KINGSTON. And there is bipartisan support on this.

Mr. CONCANNON. Yes.

Mr. KINGSTON. And I know that people in this town love to live
in the reality, “Oh, they want to starve kids.” You know, you can
feed kids and do it efficiently and do it effectively and be good
stewards of the tax dollars. And so that is what I am asking.

Mr. CONCANNON. Yes, Mr. Chairman. Well, as a matter of fact,
I am recalling the enactment of the Healthy, Hunger-Free Kids Act
of 2010, that reductions were made in both the SNAP Education
Program, as well as in the WIC Program, as well as in the stim-
ulus funds that were previously authorized in order to fund that
program, without increasing the Nation’s deficit.

So, we have been very much in the middle, are very conscious
of the need to make sure we are being good stewards.

And, as I mentioned in my opening remarks, everything we do
we do through States. And we have been working very closely with
States right across the country to encourage them both to simplify
the process, the eligibility process, to reduce the administrative
costs associated with programs, and to strengthen their oversight,
to make sure that people are not improperly receiving the benefits
or fraudulently using the benefits.

PROGRAM INTEGRITY

You mentioned—or at the end of your question—the interest in
the question of fraud. I am happy to report that fraud is one of the
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areas that we pay particular attention to. The amount of fraud in
the SNAP Program, as an example, is just under one percent, fraud
being the misuse of benefits, typically involving vendors as well as
consumers that may cooperate with them in this regard.

In 1993, the program experienced way back in the era of food
coupons, paper coupons, an annual fraud rate that was in excess
of $800 million. The last year for which we have recorded data on
fraud, 2008, it was in the $330 million range.

Mr. KINGSTON. Let me ask you this.

Mr. CONCANNON. That is still a large amount of money, but
we——

Mr. KINGSTON. Well, let me ask you this on that subject, because
the OIG report said that 3,981 SNAP retailers were found guilty
of fraud, yet they are still participating in the program. How could
that happen?

Mr. CONCANNON. Mr. Chairman, there are a number of steps
that we can take to deal with retailers. I am very mindful of a re-
cent public example of fraud out in the Seattle area. But we have
immediate authority to disallow

Mr. KINGSTON. But—I know you have that, but you haven’t done
it. That is my point. According to the IG, not according to me. I
got this from the IG, who testified before this committee that 3,981
have not been blackballed from the program. These are retailers.
And I do not understand why there is a gray area to it.

You know, it is kind of like if you get caught going 70 miles an
hour in a 55 zone, you get a ticket, period, no questions. Why aren’t
they blackballed already?

Mr. CONCANNON. We do. To use that term, we blackball a num-
ber of them. And we have several levels of authority to do that. We
can immediately disqualify them from the program.

Mr. KINGSTON. Okay——

Mr. CONCANNON. And we do that a number—we did 900 last
year.

Mr. KINGSTON. Mr. Under Secretary, let me be very respectful on
this, but very firm. I want to know, out of those 3,981, how many
are blackballed.

Mr. CONCANNON. Last year, 991 were permanently removed from
the program. That is the number we used. In a number of
other:

Mr. KINGSTON. Let me commend you. That is very good. Now,
what about the other 3,000?

Mr. CONCANNON. In the other—in the instances of the other, we
have time-limited sanctions. In other words, depending on—an ex-
ample of a fraud may be a consumer going into a store and actually
paying for toothpaste, or paying for a non-food item. That is wrong.
That is fraudulent. And in that case, that vendor is not perma-
nently put out of the program. There are time limits, the first time,
for non—they are knocked out of the program for a period of
months. The second time that doubles. Third time, you are out for-
ever.

So, there are a number of examples like that. There are other ex-
amples where we turn the case over to the—either to the local law
enforcement, or to the Office of Inspector General, and they may
determine that they want to spend the time putting together a
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criminal case. And, as you would know often times the burden for
us, to be able to hold up in a criminal case is much more than the
administrative authority we have to just simply cut them off.

Mr. KINGSTON. Yes, so——

Mr. CoNcaNNON. We work very closely with the OIG.

Mr. KINGSTON. And my time has expired. But if I am hearing
you correctly, what you are saying is, of the 3,981, there is different
categories of the fraud, some worse, some not so bad, and they are
in an either first time, second time offense, and you are watching
them.

That is what we want to know. Of those 3,981, have names been
taken and actions—because that is what really is—the IGs seem to
be suggesting that, well, they were caught but nothing happened.
So——

Mr. CONCANNON. No, that——

Mr. KINGSTON [continuing]. If you could, for the record, maybe
send me the disposition of that, that would be very helpful.

Mr. CONCANNON. I would appreciate——

Mr. KINGSTON. And I would really appreciate that.

Mr. CONCANNON. We appreciate it.

[The information follows:]

The time period covered in the testimony given by USDA’s Office of Inspector
General was 2004 through 2008. During that period, FNS permanently disqualified
3,891 stores from program participation for trafficking, which is the exchange of
SNAP benefits for cash. That is, those owners are identified in the SNAP system
and prevented from ever participating as a SNAP retailer again.

In addition to these retailers that were permanently disqualified, during the same
time period (2004—2008), FNS temporarily disqualified (usually 6 months) another
2,851 stores for less serious program violations, such as the exchange of SNAP bene-
fits for ineligible items.

Per Section 12, U.S.C. 2021, of the Food and Nutrition Act of 2008, FNS takes
reciprocal action against program participation if a firm is disqualified from SNAP
or the Women, Infants, and Children (WIC) Program. FNS referred all 6,742 stores
(3,891 permanent disqualifications plus 2,851 temporary disqualifications) disquali-
fied during the time period specified by USDA’s Office of Inspector General to WIC
State Agencies for removal of any stores with dual participation.

Since that time, in fiscal years 2009 and 2010, FNS has disqualified an additional
1,824 stores permanently for trafficking, and 1,007 stores for shorter periods as a
result of less serious program violations.

In sum, between 2004 and 2010, 5,715 retailers have been permanently disquali-
fied from participation in SNAP and 3,858 retailers, have received lesser disquali-
fications for a total of 9,573 disqualification actions.

Mr. KINGSTON. And my time has expired. I appreciate it. And
Mr. Farr.

Mr. FARR. Thank you, Mr. Chairman. I have lots of questions.
First of all, I appreciate all the good work you do. I think that, as
we debated this health care bill, it was very evident that if we are
going to have a healthier America—and, therefore, less costly
health care in this system—it is going to start with having to
change the dietary consumption in—and make it more nutritional
in America, and particularly starting with kids, but also everyone
else. We are all going to have to have healthier lives by more
healthy eating.

You are on the front line of that. And I have been telling the
growers of healthy foods—and I think you, as the administrators
of it—that you are really the first responders to America’s health
care needs. And I hope that we can start designing programs that
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really line up the public policy of the country to be consistent with
really good health standards.

ADMINISTRATIVE COST IN THE NSLP

I want to ask—I don’t know whether to ask Ms. Paradis or Mr.
Young. What is the percent of the entire child nutrition, food nutri-
tion program, that goes to administrative costs versus just to pur-
chasing food, like food school lunches and——

Ms. PARADIS. The administrative cost and the benefit dollars.
Have we got that?

Mr. FARR. Can somebody find that? If you can’t find it right now,
I will take the answer later, or I will take it——

Ms. PARADIS. Well, of course——

Mr. FARR. What is your guess?

Ms. PARADIS [continuing]. The easy answer is that the lion’s
share, of course, is in benefits. You know, as we approach $100 bil-
lion, most of that is benefits. A relatively small percentage of that
is administrative dollars.

Mr. FARR. Well, that is—because that is not what I hear at the
school delivery site, you know, at the lunch site. They tell me that
the Dbureaucratic standards—and obviously, you are going to
streamline them now, be able to qualify—but often case the bu-
reaucratic cost of having to do all the monitoring and—not food
preparation, just the monitoring, the computer—is 60 percent of
the program.

Ms. PArADIS. Well, there is no question. But what—a significant
proportion is in respect to monitoring. That is largely because, over
the years, we have realized the importance of maintaining the in-
tegrity of our programs, and maintaining our:

Mr. FARR. Well, what is important, feeding the kids or integrity
of programs? I have got schools where now—and this leads into
this—we have got to get away from this stigma of having rich kids
in one line and poor kids in another. I have a school in my district
where the kid wouldn’t go to lunch, because she was poor. But she
couldn’t eat upstairs. They actually put them on different floors.
And everybody knows that if you are going to the lower floor, you
are a poor kid. So she wouldn’t do it, because she didn’t want to
admit that she was from a poor family.

What are we doing to children like that? They are hungry. Why
do we have a program—you are going to talk about integrity of
management, but it is a dumb way to run a feeding program.

Mr. CoNCANNON. Congressman, that is an excellent point, and
that is a deplorable situation for any child.

I should point out that in the Healthy, Hunger-Free Kids Act of
2010—first of all, let me say the typical school meal—when we re-
duce the school—reimburse the school for a fully-paid meal, it is
$2.72 per meal. About half of that $2.70-plus is the actual food
product. The other half are all the folks in the food line, men and
women who prepare the food, the chefs, and then there is a small
portion of it for administration. It really isn’t anywhere near close
to 60 percent. Whoever would have conveyed that to you is just
plain, outright not correct.

Mr. FARR. Well—

Mr. CONCANNON. It is a much smaller portion of it.
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Mr. FARR. I will tell you I—she is a career food nutritionist in
the program and running it, and she took——

Mr. CONCANNON. I want to be—

Mr. FARR. I mean—having to count for every child and every
meal, and whether that meal was given to that child, and that
child was the right one to receive that meal is—there is a lot of
bureaucratic mess.

Mr. CONCANNON. There—no—

Mr. FARR. There is a much better way of doing that.

Mr. CONCANNON. There are administrative costs, and we are
working hard at promoting, as you authorized us and directed us
in the Healthy, Hunger-Free Kids Act of 2010 to do, to do more di-
rect certification, to do more online applications, to use more tech-
nology so we don’t put children or the school administrator pro-
grams—so I am very conscious that we want to reduce the admin
portion of it. I just—the only note I want to make, it is not as much
as that. It is more than it should be, we are working hard on it

[The information follows:]

The latest national data on school meal production costs, from USDA’s School
Lunch and Breakfast Cost Study-II shows that the great majority represents the
cost to prepare and serve meals—the cost of the food, the salaries of cafeteria work-
ers, and some related expenses such as supplies, contract services, capital expendi-
tures, and other charges.

In school year 2005-2006, about 8 percent of all reported costs was for “adminis-
trative labor,” including the cost of processing applications, conducting verification
of a sample of applications, and a wide range of other administrative tasks such as
planning, budgeting, and management for the foodservice program. While SFAs
vary widely in the proportion of reported labor costs devoted to administration, in
93 percent of them administrative labor accounted for less than 15 percent of total
reported costs.

OVERT IDENTIFICATION

Mr. FARR. But why don’t we approach it—let us feed kids that
are hungry, and worry about whether they are classified as rich or
poor somewhere else.

Mr. CONCANNON. Well, to that question you mention of the sepa-
rate line, and sort of the

Mr. FARR. I mean Colorado is picking up the bill for every kid,
right? They are not going to do that

Mr. CONCANNON. Well, they are subsidizing.

Mr. FARR [continuing]. Discrimination.

Mr. CONCANNON. And some States like Connecticut, for example,
subsidize the meals by $.10 per meal. So there are a number of
States across the country that add a portion to it.

But to your concern, in the Healthy, Hunger-Free Kids Act of
2010, you, I think—you, the Congress—gave us the authority to
regulate all foods in schools in the future. And the—that is a very
powerful directive to us. And the intent is to make sure that those
a la carte, or those other meals, meet a quality standard, the same
as the school lunch program, but also to close that gap of rich and
poor, so you do not have kids from wealthier families getting in one
line and, de facto, all the poor kids going in another direction. That
should not happen.

Ms. LumMmis [presiding]. Thank you. Time has expired. Our next
Member is Mr. Graves.
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Mr. GRAVES. Thank you, Madam Chair. Mr. Under Secretary,
thank you for being here. And I know that the challenges you must
face, and I appreciate the intent in which you go about your de-
partment there.

BUDGET REDUCTION

And, as those that come before any of the subcommittees I am
on, I ask for your assistance in helping us as we look at the situa-
tion we are in. I think we all know the fiscal challenges we have,
and the chairman has already brought up some of his concerns
about your proposal. And something I ask each one that comes be-
fore us is if you would work with us in providing us with options
on how you can achieve your core mission at reduced budgets of
what you are proposing at 10 percent, 20 percent, and 25 percent.
\dNoulg you commit to helping this subcommittee with some of those
ideas?

Mr. CONCANNON. We certainly would be willing to show you
what the impact of those cuts would be.

Mr. GRAVES. And I will have a letter to submit to the chair for
tﬁe record, as well. And I appreciate your willingness to help us in
that.

WIC ELIGIBILITY

A couple of questions I have, and just thinking about your testi-
mony—and I am going to read—you say that the programs are de-
signed to respond to the needs—and this is your quote—“the needs
of the hardest hit households.” And I think we have heard some of
the concerns there is that eligibility has been expanded past maybe
beyond the hardest hit.

For example, the WIC program is designed to serve at—and this
is the quote—“at or below 185 percent of the U.S. poverty income
guidelines,” but it appears that there may be a little wider discre-
tion. And so I guess, if this is the case, and we are at 185 percent,
is it true that many of the participants could gain eligibility at 300
percent of—or less of the poverty level?

Mr. CONCANNON. That is Medicaid, I believe, income eligibility.
That is not the eligibility for the WIC Program. And the WIC—it
is unfortunate. I spent my career as a State Health and Human
Service Director. And I think it is unfortunate that we even use
those percentages, because I think 185 percent of almost anything
sounds like a lot. But 185 percent of the Federal poverty level is
still a very modest amount of money. One of the national——

Mr. GrRAVES. What would that number be? What would 185 per-
cent—what calculation do you use?

Mr. CoNcANNON. We will give you that.

Mr. GRAVES. For, just say, a family of four.

Mr. CoNCANNON. We will give you that. We will have somebody
pull that off a matrix here. It is standardized across the county—
yes, what is it? They are getting it right here.

But it actually is not that much. And I should point out that the
WIC Program serves 49 percent of all the births in the United
States, 49 percent of all the moms. And it is—research after re-
search after research has shown it to be one of the most effective
preventative health programs, because it helps produce good out-
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comes, in terms of births, preventing—for a family of four, 185 per-
cent of the poverty would be $40,793, or $3,400 per month.

Mr. GRAVES. So you can confirm, then, that a family of four
would not qualify if their income was $67,000 or more.

Mr. CONCANNON. They would qualify in a number of States for
the Medicaid program if—Medicaid—States have options on how
high they go for pregnant women, in particular. I can say that from
the States that I worked in. We elected to go up to 200 percent of
poverty in Iowa.

Mr. GRAVES. Do you verify income?

Mr. CONCANNON. Yes, the income has to be verified. Yes, indeed.

Mr. GRAVES. So all are income-verified.

Mr. CONCANNON. Correct. For WIC, as well.

Mr. GrRAVES. Okay. Then I guess let me sort of:

Mr. CONCANNON. But there may be, again—excuse me, I didn’t
want to interrupt—there may be Medicaid beneficiaries who also—
who become eligible for Medicaid and get health services and so on
through Medicaid, whose incomes may be up to 300 percent. A rel-
atively small number of States adopted that, but I am—that
high——

Mr. GRAVES. Would you believe that a family that has income at
300 percent of the poverty level should qualify?

Mr. CONCANNON. I believe the State makes that decision. That
is a State determination. And I think States—as I said, I spent my
career in the States. I think if a State makes that as a policy, that
is the State’s policy.

PROGRAM PERFORMANCE

Mr. GRAVES. What would be your measurement of success with
your program? How do you measure that?

Mr. CONCANNON. Our measurement of success—and we operate
15 feeding programs. And our measurement of success is are we,
one, reducing hunger or food insecurity, as has already been men-
tioned, and are we getting healthy, nutritious foods to persons
through this program. And thirdly, I would say, are we helping
American farmers and growers? And we pay attention to all three
of those.

Mr. GRAVES. You——

Ms. Lummis. Thank you. Time has expired.

Ms. DeLauro.

SNAP SPENDING CUTS AND FOOD INSECURITY

Ms. DELAURO. Thank you very much, Madam Chairman. Let me
just—it has been argued by some that the recent growth in spend-
ing in the SNAP benefits program has been problematic and should
be targeted for cuts. I would remind the subcommittee that SNAP
spending has increased. These increases are not a sign that the
program is growing out of control, but has grown because of the de-
clining economic circumstances of tens of millions of Americans.

I would just say to my colleague, Mr. Graves, that in Georgia,
in his district, 20.4 percent of that population is categorized as food
insecure. For Mr. Bishop, it is 22.7 and for Mr. Kingston it is 22.4.
I told you what Connecticut was a little bit ago.
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The recent SNAP increases have been caused primarily by three
factors. The economic recession accounts for two-thirds of the in-
crease between 2007 and 2010. Temporary increase to SNAP bene-
fits that was enacted in the economic recovery program—and I will
make a reference to that again. Economists across the political
spectrum viewed this as the most effective and efficient form of eco-
nomic stimulus. And, three, food price inflation, high between 2007
and 2008, ease 2009 and 2010, now on the rise again.

CBO projections: as a share of GDP, SNAP is expected to return
to pre-recession levels by the end of the decade. As the economy
improves, the need for and the use of this program will also de-
cline. The projections are consistent with CBO’s unemployment
projections, which forecast that the unemployment rate will remain
above six percent until about 2015. Based on the projections,
should SNAP be targeted for cuts? Is it contributing to long-term
budget pressures?

I have got several questions I am going to ask for some not-
lengthy answers, Mr. Secretary.

Mr. CONCANNON. Sorry. That is always a challenge for me.

Ms. DELAURO. I know. Me, too. It is a challenge for me.

Mr. CONCANNON. I do not—SNAP—unequivocally do not believe
it should be targeted for cuts, because it is so responsive to what
is going on in the American economy, even at the rate we are serv-
ing, and there is variability from State to State, as to the percent-
age of eligibles receiving the benefit.

We know it is important. New York City released—or a study in
New York City just a few weeks ago said the SNAP Program alone
last year prevented 250,000 New Yorkers from slipping into pov-
erty. The Census Bureau, back in January, pointed out that 4.5
million Americans did not slip into poverty last year because of the
effect of the SNAP Program in their lives. And I have heard from
supermarket executives from Texas to Maine about the importance
of the SNAP Program in enabling not only their consumers, but en-
abling those stores to employ full-time workers and hourly workers.

Ms. DELAURO. And so I am going to presume that it is not con-
tributing to the long-term budget pressures that we have.

Mr. CONCANNON. No, I do not believe that it is.

Ms. DELAURO. Okay.

Mr. CONCANNON. In fact, we know the multiplier effect——

Ms. DELAURO. That’s right, which I want to get to. If the eco-
nomic recovery is faster or stronger than current projections, SNAP
spending also would decline more rapidly, correct?

Mr. CONCANNON. Correct.

Ms. DELAURO. Okay.

Mr. CONCANNON. Yes.

Ms. DELAURO. In the long term, would the upward pressures on
spending then be focused on population growth?

Mr. CONCANNON. Yes.

Ms. DELAURO. And food price inflation?

Mr. CONCANNON. Yes.

SNAP ECONOMIC BENEFITS

Ms. DELAURO. Okay. Now, the impact on SNAP on the economy,
undeniable. I am going to give you Mark Zandi, the economic advi-
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sor to Senator McCain in his presidential election. A dollar of
SNAP food stamp creates a ripple effect, which you pointed out,
through the economy. What Mark Zandi did was he showed—I
asked him this question at a hearing. When we were running up
to the stimulus package, the economic recovery package, what
would help to stimulate the economy most quickly?

Three items: extension of unemployment benefits, refundable tax
credits and a child tax credit, and food stamps. All three of those
were part of the economic recovery package. The multiplier effect
is, you know, you give somebody who is living paycheck-to-pay-
check a dollar, they are going to spend it on whatever they need:
groceries, pay the telephone bill, the electric bill. That dollar pays
the salaries of grocery clerks, truckers who haul the food and
produce it across the country, and the farmer who grows the crops.
USDA.

Ms. LumMmmMis. Time has expired. Thank you. We will get back to
you.

Ms. DELAURO. Oh, I appreciate that. Thank you, Madam Chair.

Ms. LummMis. Mr. Nunnelee.

Mr. NUNNELEE. Oh, thank you, Madam Chairman. Thank you for
being here, Mr. Secretary.

Your testimony—I think you make the statement that says, “We
cannot compete and win the future if our people are hungry, and
our children are poorly nourished. Our new mothers or newborn in-
fants do not have what they need for a healthy start.”

PIGFORD RESCISSION

I agree with you, and applaud that. But I have to ask. If that
is your position, if that is the position of the administration, when
it came time to settle Pigford II, how does taking $562 million out
of WIC funds that have been approved by this committee to pay
Pigford II line up with that statement?

Mr. CONCANNON. Well, first, very importantly, let me mention
that we have been in the situation for the last several years—and
expect to remain in that situation—to be able to serve every eligi-
ble WIC mom and her child who comes forward. And the portion
of the WIC appropriation that was applied to the Pigford settle-
ment, a long-standing civil rights issue in the Department—I am
happy that it was finally settled—we were able to make that con-
tribution without in any way compromising access to the WIC Pro-
gram, or any of the folks who are eligible for it.

So, we have not sent out the signs, we haven’t said, “Don’t come
our way if you are pregnant or have infants or young children
below the age of five.”

Mr. NUNNELEE. So that means that we cannot expect, going for-
ward, to have your department come before this committee and ask
for additional funds to restore this $562 million that was cut?

Mr. CONCANNON. No, we do not expect to have to do that, sir.

Mr. NUNNELEE. All right. Thank you. Now, different areas.

INCOME VERIFICATION

We talked about verifying income eligibility. How do you verify
income eligibility, and how often?
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Mr. CONCANNON. The—as I mentioned at the outset, virtually all
of our programs are operated through State agencies.

And in the WIC Program, as an example, most of the WIC pro-
grams across the country are operated by health departments, ei-
ther the State or county health departments. I have been to a num-
ber of them in different States. They sit down with a person when
they present themselves, and they go through—they ask a series
of questions around family income, around health issues, preg-
nancy, et cetera, children in the household.

And so, they also—there are a number of persons in the WIC
Program who may also be eligible for the SNAP or the Food Stamp
Program. Depending on which State you live in, it is still called
Food Stamps in about 18 or so States, I am told. They—the State
agency, in that case—in most instances, people have to go into a
State office or a county office, and they are asked a series of ques-
tions about income. And we have—or States, I should say, have—
a variety of ways of verifying that income. States have access to
IRS data, to Social Security data, to information kept by a data-
base on prisoners, for example, who are incarcerated, for example,
across the country in prisons. A small number of States use—have
access to data systems that list child support, interstate child sup-
port payments and orders.

So, there are a variety of external ways to verify that data. And
that is very important to us. That is one of the factors we look at
when we examine State eligibility systems.

Mr. NUNNELEE. Do we just ask people, “Is this your income,” or
do we ask them to bring in their income tax statements, their pay-
checks?

Mr. CONCANNON. Well, they need to have various means of
verifying that. It can be—could be a stub of a paycheck. It could
be, again, as I said, tax information. There are a variety of ways
to verify that. But it isn’t just a—it is not just “Tell me,” and we
accept it on faith.

Mr. NUNNELEE. And then, final question. What about people that
work for cash, that does not show up on IRS or paycheck?

Mr. CONCANNON. You know, that is a challenge in the country,
because I administered child support programs in three States.
And I know, for people who are wanting to evade their child sup-
port obligations, it is a very serious matter when it happens. And,
obviously, if somebody is working for cash, then the employer cer-
tainly is equally complicit in that.

So, we do not approve that. If we think we have evidence of that,
we certainly turn it over to the other authorities, who investigate
that. But it is a problem.

Ms. Lummis. Time has expired.

Mr. NUNNELEE. All right. Thank you, Madam Chairwoman.

Ms. Lummis. Thank you, Mr. Under Secretary. Thank you, Mr.
Nunnelee. Mr. Bishop.

Mr. BisHOP. Thank you very much, and welcome to the panelist.

PARTICIPATION OF MILITARY PERSONNEL IN SNAP

Let me just quickly ask you—I was very, very interested and as-
sociate myself with the questions and comments of Ms. DeLauro,
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with regard to the impact, the economic impact, of the nutrition
programs, particularly the SNAP program.

But let me ask you. How many of our military personnel, our
young soldiers and their families, their young families, are partici-
pating in the food nutrition programs? Do you have any way of giv-
ing us what that number is? Because we are given the under-
standing that some of the lower grade officers, or lower-grade——

Mr. CONCANNON. Enlisted men, yes.

Mr. BISHOP [continuing]. Enlisted men, particularly, are not able
to manage without the help of food stamps. And our military fami-
lies, who are defending our nation, are having to depend on this
supplemental nutrition effort.

Mr. CONCANNON. We will have to provide that data for you. But
again, I recall, from being a State director in the State of Maine,
a large Navy base in the State where, particularly enlisted—fami-
lies of enlisted men and women were eligible for the program,
based on how inadequately, I would say, they were reimbursed.

Mr. BisHOP. I think that is important to put in the record, so
that we can definitely document that information. So I would ap-
preciate that very much.

[The information follows:]

The Department of Defense estimates that very few active duty military members
receive SNAP benefits. DoD’s latest study found roughly 2,000 military families in
SNAP in 2002. This number is in line with estimates derived from the SNAP qual-

ity control system, which indicates that there were about 3,100 active duty military
individuals receiving SNAP in FY 2008 and 3,200 in FY 2009.

Mr. CONCANNON. OKkay.
SNAP WAIVERS

Mr. BisHOP. There have been a number of SNAP waiver requests
by states. What is the status of the waiver requests from states
that are seeking to prohibit SNAP recipients from purchasing cer-
tain foods with their benefits?

Mr. CONCANNON. Well, we have a—first of all, let me just say,
generally, we have granted waivers to States that are more typi-
cally to ease the burden on the State agency, in terms of adminis-
trative responsibilities or, for example, to provide better access to
certain populations.

For example, seniors or disabled persons, the requirement for a
face-to-face interview with a State agency, we have waived that in
a number of cases, recognizing again the elderly or disabled per-
sons.

But to your question, we have a pending single waiver request
from the City of New York that is currently being reviewed. And
we have a number of questions about it, we are in the process of
both—we have asked questions, they have responded to us, we are
further reviewing that particular request.

But let me just comment not so much about that individual re-
quest, as much as the broader question of eating patterns of people
in the SNAP Program. In the Center for Nutrition Policy and Pro-
motion, their studies, as well as other parts of USDA, consistently
point out that poor people, as a percentage of their budget, eat
pretty much the way the rest of us do, in terms of where they ap-
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portion, how much they spend on dairy, how much they spend on
meat, how much they spend on cereals, et cetera.

And we are also mindful of the fact that, in the SNAP Program—
and I should point out SNAP——

Mr. BIsSHOP. Let me just—aren’t some states asking for discretion
to be able to allow foods that are not normally considered—to allow
products that are not normally considered food to be covered by
SNAP? Aren’t there some requesting that?

Mr. CONCANNON. Well, we have seen references to that, that
those kind of questions have surfaced in some State legislators. But
we have no formal request in that regard. We have a single formal
waiver request from the City of New York that is being reviewed.

But I wanted to point out that, under the Farm Bill, all foods
are—as long as they are not hot foods, all foods are acceptable in
the SNAP Program. The typical supermarket has 65,000 or so
items. And——

Mr. BisHOP. But the act defends what food is, doesn’t it? That
is not a matter of administrative discretion.

Mr. CONCANNON. No, that is correct

Mr. BISHOP [continuing].—Change the definition.

Mr. CONCANNON. The law defines it. You are correct, sir.

Mr. BisHOP. Okay.

Mr. KINGSTON. If the gentleman will yield, though——

Mr. BisHOP. I will.

Mr. KINGSTON. You can use them for Burger King in Puerto Rico
and a few other states. And that is a hot meal.

Mr. CONCANNON. In a very limited number of States, again, for—
targeted at homeless people and disabled or elderly folks. Very lim-
ited.

NUTRITION STANDARDS IN SCHOOL MEALS

Mr. BisHop. Talk to me about the food standards, the school
lunches. You issued a proposed rule which would raise the stand-
ards for school meals for the first time in 15 years. That has not
necessarily been well received, although some of us applaud it. It
hadn’t been done in 15 years and, of course, the state of health of
our young people has degenerated over that time period. Can you
comment on that? I know my time is out.

Mr. CONCANNON. Yes, you are correct. We have a pending rule
that is actually—we are receiving comments right now, received
over 3,000 comments. That period of comment ends the 13th or
14th of this month. We are paying careful attention to the com-
ments.

But to your point, it is the first major improvement in school
meals—and I have used school meals as the public utility for—32
million children have lunch every day in our programs. And to the
extent that we improve the meal quality in all of the foods in the
schools, we will hit even more. We will hit more of that 50 or so
Americans—50 or so million American children.

Mr. KINGSTON. Ms. Lummis.

Ms. LumwMmis. Thank you, Mr. Chairman. I would like to yield a
portion of my time for one question to Mr. Graves, because I ran
a pretty tight clock on him. [Laughter.]
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Mr. GRAVES. Thank you, Ms. Lummis. I just want to go back to—
we were talking about measurements of success.
Mr. CONCANNON. Yes.

PROGRAM PERFORMANCE

Mr. GRAVES. And so, quickly, I believe it was Ronald Reagan who
said—and I am going to paraphrase and probably butcher it—but
he said, “We should measure the success of entitlements not by the
addition to the enrollment, but more so by those who come off of
the rolls.” Would you agree with that statement?

Mr. CONCANNON. Yes.

Mr. GRAVES. Then how would you measure the success of your
agency? Do you see the rolls decreasing over time? Do you see a—
less dependency on the Federal Government in these needs? Or do
you see it increasing?

Mr. CONCANNON. We see—they are very, as I mentioned several
times, they are very responsive to what is going on in the economy.
And to the extent that the American economy is generating more
jobs for individuals and families, the number of persons eligible for
these programs will decline.

Now, we also know that, to the extent that you are healthy,
whether you are a child or an adult, whether you are getting ade-
quate food, you are going to be much more able to fulfill or fill
those jobs

Mr. GRAVES. So have you seen the rolls decline at all?

Mr. CONCANNON. We haven’t seen them in this most recent, but
we have seen them historically decline. As the American economy
improves, the unemployment rate goes down, then the food stamp
rolls have gone down. So——

Mr. GRAVES. Thank you. I will yield back to Ms. Lummis. Thank
you.

EFFECT OF REQUIREMENT FOR HEALTHIER MEALS

Ms. Lummis. Thank you. Question about school breakfasts. Have
you considered the unintended consequences of schools and states
dropping the school breakfast program and lunch program if it gets
too cost-prohibitive? Because these are unfunded mandates, in
some part.

Mr. CONCANNON. Well, we are very conscious of the concerns out
there on the increased requirements for healthier foods.

But we are also equally conscious that there are a number of
schools across the country that are part of a category called
HealthierU.S. School Challenge. And there was a major story in
the Chicago paper, just within the last week, about schools in the
Chicago area—these were four or five private schools—where they
are serving, from scratch, healthy meals, whole grains, meeting
these standards, within the $2.72 per meal

So it is going to be a challenge for many schools. But we cer-
tainly believe schools can meet that challenge. We are proposing to
work with schools across the country. And we know it is a public
health issue and it is a future issue. I think you were—Members
of Congress were approached by retired generals and admirals last
year who are fearful about the number of young people who no
longer qualify for military service because they are so overweight.
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So, it is not just a nice thing for us to do, it is an urgent thing for
us to do.

I believe we can do it. I know change makes people anxious, but
we are committed to work with schools across the country to help
achieve it.

DIETARY GUIDELINES COMMUNICATION

Ms. Lummis. Regarding the dietary guidelines, how do you weigh
the goals of accuracy of scientific information and simplicity of un-
derstanding by the general public?

Mr. CONCANNON. That is an excellent question. Let me say on
that point we have relied for years on an icon, the food pyramid
or the MyPyramid, which is

Ms. Lummis. Yes, that’s what I learned when I was in 4-H, when
I was a little kid.

Mr. CoNCANNON. Well, and we have, you know, future—or later
editions of it, I should say, that, again, are science-based, but they
are great teaching tools for, I think, professional nutritionists, di-
eticians, health professionals. But they fall off, in terms of how
they inform the average Americans.

So, we have been working very much on additional ways of con-
veying to the average person. Because the latest dietary guidelines,
perhaps for the first time, said something basic to Americans:
“Enjoy your food, but eat less.” I think we somehow think in the
U.S. super-sizing—bigger is better. It isn’t necessarily so in the
food arena.

So, we are very much committed to the——

Ms. Lummis. Can I ask you another question?

Mr. CONCANNON. Oh, sorry.

IMPACT OF BROAD-BASED CATEGORICAL ELIGIBILITY

Ms. Lummis. Okay. Do you know what percentage of SNAP
growth is a result of broad-based categorical eligibility, versus an
increase in regularly eligible SNAP participants?

Mr. CONCANNON. I know this—there are 42 States that have
adopted broad-based categorical eligibility. Nebraska was the lat-
est. We have looked at the effects of broad-based categorical eligi-
bility, and the income eligibility for SNAP requires that the person
net-net, even with broad-based categorical eligibility, their income
cannot be above 100 percent, net income above 100 percent, of the
Federal poverty level.

Because of broad-based categorical eligibility, there is about one
percent of the current SNAP enrollment whose net income is above
that. Or it may be two percent, but they represent less than one
percent of the benefits being expended. So it is a very, very—most
minimal impact on that.

The principal benefit is—of broad-based categorical eligibility
that I know—is that it helps people who have never envisioned
needing SNAP, never envisioned going into a public office, who
have lost their job or the company is closed. They can come in the
door and we can serve them.

Ms. Lummis. Thanks, Mr. Under Secretary.

[The information follows:]
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It is not possible to distinguish the proportion of the recent SNAP growth that
is due to improved access through broad-based categorical eligibility (BBCE) from
the proportion that is due to the economy, but there are multiple reasons to suggest
that the economic downturn is the main factor in participation growth.

We know, for example, that only 2 percent of all SNP participants had income
that exceeded the federal gross and net income thresholds, which indicates BBCE
has not attracted large numbers of previously ineligible households.

SNAP is designed to grow and contract with shifts in the economy. Participation
typically increases as the economy declines and decreases as it recovers. Both the
poverty and unemployment rates have significantly risen over the last few years,
accompanied by increases in SNAP participation. Only now as the economic indica-
(tiorsl begin to improve, do we expect SNAP participation growth to slow and then

ecline.

WIC INCOME ELIGIBILITY

Mr. KINGSTON. Mr. Under Secretary, to pick up on that—and we
are starting on our second round now—but the idea of the WIC
program was for household incomes at or below 185 percent of U.S.
poverty income guidelines.

But because of categorical eligibility, some states can go up to
300 percent, and families of 4, up to $67,000 in household income.
Forty-nine percent of the kids today are eligible for WIC. It is hard
for me to believe that that many families have impoverished kids.
Forty-nine percent. That was the number that you guys gave us
last year.

Mr. CONCANNON. I am trying to—you lost me in that.

Mr. KINGSTON. And that is what drives it, because if you are eli-
gible for Medicaid, then you get the categorical —and it can go up
to 300 percent of poverty.

And again, you know, in times of hard budgets, you know, it is
almost like, well, those who have a job have to pay more for those
who don’t. And, you know, I understand, you know, income trans-
fers and all that. But there comes a point where 300 percent above
poverty, that is the problem with categorical eligibility.

And keep in mind that the President cut WIC last year $562 mil-
lion. It is interesting to note that the WIC people did not protest
that much on it. I am glad to say my friend from Connecticut did.
But you know, I can only imagine what would have happened if
George Bush had cut WIC $562 million.

Mr. CONCANNON. Yes. I am reminded that that 300 percent that
you mentioned, then—and Mr. Graves asked me as well, earlier—
relates to that Medicaid crossover, in terms of eligibility.

But I would be surprised if there is—in fact, I will ask our folks
to look at segmenting, if we can, how many folks have come into
the WIC Program who are at that

Mr. KINGSTON. Would you agree

Mr. CONCANNON [continuing]. Or close to 300 percent.

Mr. KINGSTON. Would you agree that 300 percent is excessive?

Mr. CONCANNON. No. Unfortunately, I would not, in terms of if
you are pregnant, and if you are living in high—States that are
very expensive places, like New York State and so on, or Cali-
fornia.

[The information follows:]

The latest data, from 2008, shows that only about 0.4 percent of participants have
reported income greater than 250 percent of the Federal poverty level. This is so

because only seven States have Medicaid income eligibility limits above 250 percent
of poverty.
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HOME DELIVERY

Mr. KINGSTON. Or what about—Ilet me ask you this, speaking of
high places. Let us talk about Cape Cod a minute.

Home delivery program to Cape Cod kids—is that a high poverty
area? The home delivery program delivers food to homes, to kids.
And I have never been to Cape Cod. I understand the Kennedys
have places there. I have never been on the invite list. But all I
can envision is huge houses and limousines. But we are delivering
food there.

Mr. CONCANNON. You have been paying attention to too many of
th()ﬁe ads, then. There are a lot of poor people in Cape Cod, as
well—

Mr. KINGSTON. A lot of poor people in Cape Cod.

Mr. CONCANNON [continuing]. Different parts of Massachusetts.

Ms. DELAURO. Food security for Cape—not Cape Cod, but it is
Congressman Frank’s district, is 16.5 percent. So it

Mr. CONCANNON. Yes, there are poor kids there, yes.

Mr. KINGSTON. Seems like the good rich people at Cape Cod need
to take care of their neighbors a little bit better.

Let me ask you this on WIC

Mr. CONCANNON. They are employees.

Mr. KINGSTON. They are employees. I know they would not want
to wash their own dishes, the good people at Cape Cod.

FTC INTERAGENCY WORKING GROUP

Let me ask you this on the subject of WIC. You are familiar with
the working group, the USDA working group with FTC and CDC
and FDA. Now, are you aware that their December 2009—could my
friends on the left calm down a minute? You are going to get your
five. [Laughter.]

Mr. KINGSTON. Hey, do I always deliver to you? You will get your
five.

Ms. DELAURO. Or better, sometimes.

Mr. KINGSTON. You do. You get more than

Ms. DELAURO. Very appreciative.

Mr. KINGSTON. Absolutely. It would not be the same for the ad-
ministrator not to be able to see this show one more time. [Laugh-
ter.]

Mr. KINGSTON. And we will send you videos of next year.

Okay. We got the FTC coming out with proposals. This was De-
cember 2009. And it said that we should restrict advertising for
peanut butter, jelly, soup, salads, yogurts, and most breakfast cere-
als, including Cheerios. Those would be not allowed to be adver-
tised on teenage shows, which is about 50 percent of the—any show
that has an audience of teenagers, it is about 50 percent, which in-
cludes most sports programs, Nick at Night, all the normal thing.
It is not just Skins. But they would not be able to see a Cheerio
commercial, because I guess it is damaging to teenagers. And that
is part of the USDA—they are in the working group on that. Are
you familiar with that?

Mr. CONCANNON. Yes, we are.

Mr. KINGSTON. But those—most of that food is still eligible for
WIC. So I am confused that my children might not be able to watch
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this stuff, but the same government who is saying this is bad for
you to see is saying, “But we will feed it to the children on WIC.”

Mr. CONCANNON. Well, I think there is a difference between
what—the ads that we send to children and what their parents
elect to buy on their behalf. And I think that—that is an inter-
agency working group. We participate. The lead is the FTC. And
I am also

Mr. KINGSTON. Well, have you written to them and said, “That
is a little hypocritical?”

Mr. CONCANNON. No, I have not.

Mr. KINGSTON. Don’t you think it is hypocritical?

Mr. CONCANNON. No, I do not.

Mr. KINGSTON. You do not think it is hypocritical that you——

Mr. CONCANNON. I think it is

Mr. KINGSTON [continuing]. Cannot let a Cheerios ad go to be
seen by tender teenage ads [sicl, but it is okay to feed them to WIC
recipients?

Mr. CONCANNON. Yes. Some of the foods that they keep adver-
tising—because I think it is pretty clear the reason they advertise
on Saturday mornings so heavily 1s they get kids to head to the re-
frigerator.

That is part of our problem in the so-called food environment
that—again, these kids are subjected to those ads. They go, they
eat, or they go through the supermarket. I have seen little kids
reaching for those sugar cereals——

Mr. KINGSTON. And it is the ads. The free food that they get from
WIC wouldn’t entice them to eat it, then. I just

Mr. CONCANNON. By the way, Cheerios are approved in the FTC,
and so is peanut butter.

Mr. KINGSTON. Not in the December 2009 proposal. It is not——

Mr. CONCANNON. It has been revised. It has been revised.

Mr. KINGSTON. It is a proposal. It hasn’t been revised. It hasn’t
been written, but it is their proposal. The proposal that is on the
table would ban Cheerios. It is the December 2009 proposal.

Mr. CONCANNON. Well, there is a later one than that that is
%oing to be released shortly, and Cheerios are in, and so is peanut

utter.

Mr. KINGSTON. I am excited about it. [Laughter.] Because now
the Nick at Night kids and the WIC kids can eat a bowl of cereal
together. It will be good bonding for all.

All right. Mr. Farr, I appreciate it.

REQUEST FOR ELIGIBILITY FORMS

Mr. FARR. You know, I think the problem is that none of us in
this committee have ever had to fill out one of those forms.

When I was a Peace Corps volunteer, I lived in a culture of pov-
erty where you do not have any of those services. And the dif-
ference is, when you do not have those services, when you have
that baby die because you did not have the WIC program, what
does the parent do? They come knock on your door and ask you for
money to be able to bury it.

I was pretty shocked to be in a barrio, and in the first week two
people came to my door with dead babies. I had never seen a dead
baby. And people every single day were asking for handouts. That
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is what your poverty—if you do not provide the infrastructure to
take care of poverty, it ends up on your doorstep.

And one of the things I have also found is it is a lot harder to
prove that you are poor than it is to prove that you are rich. And
the problem in this country is we make people who do not know
how to prove that they are poor have to do it. The terms we ask
them, they do not even understand. So, [—you know, maybe it
would help this committee if we could get copies of the forms that
people have to fill out in order to be eligible for WIC and child nu-
trition programs. Maybe every member of the committee could fill
it out, and we could just see—we would learn something.

[The information follows:]
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FREE AND REDUCED PRICE SCHOOL MEALS
APPLICATION AND VERIFICATION FORMS

SCHOOL YEAR _____-

INSTRUCTIONS FOR SCHOOL DISTRICTS

This packet contains prototype forms:

Required information that must be provided to households:
* Letter to Households
*  Free and Reduced Price School Meals Application
* Notice to Households of Approval/Denial of Benefits! (notification is required if household is denied)

Required information for households selected for verification of eligibility information materials:
* Notification of Selection for Verification of Eligibility
e Letter of Verification Results

Optional application-related materials that may be provided to households:
*  Sharing Information with Medicaid/SCHIP
o Sharing Information with Other Programs
+ Notice to Households of Approval/Denial of Benefits? (notification is optional if household is approved)
*  Notice of Direct Certification

The pages are designed to be printed on 8%" by 11” paper. Some pages may be printed front and back. You will need
to identify the benefits that are offered in your school, such as afterschool snacks. The [bold, bracketed fields]
indicate where you need to insert school district specific information. For example, you must include your district's
no-charge telephone number for verification assistance on the verification materials. If these materials have not been
modified to include your State’s name for the Supplemental Nutrition Assistance Program (SNAP), formerly the Food
Stamp Program, Temporary Assistance to Needy Families (TANF)}, State Children’s Health Insurance Program (SCHIP),
or, if applicable, to add Food Distribution Program on Indian Reservations (FDPIR), you should insert this information
as appropriate. This prototype application package includes information regarding the exclusion of housing allowance
for those in the Military Housing Privatization Initiative. [f this is not pertinent to your school district, please modify
as appropriate.

Your State agency may require you to submit your application package for approval. If you have questions, contact:

{State agency address]}

*Alt households must be notified of their eligibility status. Households with children who are denied benefits must be given
written notification of the denial. The notification must advise the household of the reason for the denial of benefits, the
right to appeal, instruction on how to appeal, and a statement that the family may re-apply for free and reduced price meal
benefits at any time during the school year. Households with children who are approved for free or reduced price benefits
may be notified in writing or orally.
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[INSERT SCHOOL DISTRICT LETTERHEAD]

Dear Parent/Guardian:

Children need healthy meals to learn. [Name of School] offers healthy meals every school day. Breakfast costs {$]; lunch
costs {$]. Your children may qualify for free meals or for reduced price meals. Reduced price is [$] for breakfast and [$]
for tunch.

1. DO I NEED TO FILL OUT AN APPLICATION FOR EACH CHILD? No. Cornplete the application to apply for free or
reduced price meals. Use one Free and Reduced Price School Meals Application for all students in your household.
We cannot approve an application that is not complete, so be sure to fill out all required information. Return the
completed application to: {name, address, phone number}.

2. WHO CAN GET FREE MEALS? All children in households receiving benefits from [State SNAP], fthe Food
Distribution Program on Indian Reservations] or [State TANF], can get free meals regardless of your income.
Also, your children can get free meals if your household’s gross income is within the free limits on the Federal
Income Eligibility Guidelines.

3. CANFOSTER CHILDREN GET FREE MEALS? Yes, foster children that are under the legal responsibility of a foster
care agency or court, are eligible for free meals. Any foster child in the household is eligible for free meals
regardless of income.

4. CAN HOMELESS, RUNAWAY, AND MIGRANT CHILDREN GET FREE MEALS? Yes, children who meet the
definition of homeless, runaway, or migrant qualify for free meals. If you haven’t been teld your children will get
free meals, please call or e-mail [school, homeless liaison or migrant coordinator information] to see if
they qualify.

5. WHO CAN GET REDUCED PRICE MEALS? Your children can get low cost meals if your household income is within
the reduced price limits on the Federal Eligibility Income Chart, shown on this application.

6. SHOULD 1 FILL OUT AN APPLICATION IF | RECEIVED A LETTER THIS SCHOOL YEAR SAYING MY CHILDREN ARE
APPROVED FOR FREE MEALS? Please read the letter you got carefully and follow the instructions. Call the school
at [phone number] if you have questions.

7. MY CHILD’S APPLICATION WAS APPROVED LAST YEAR. DO I NEED TO FILL OUT ANOTHER ONE? Yes. Your
child’s application is only good for that school year and for the first few days of this school year, You must send in
a new application unless the school told you that your child is eligible for the new school year.

8. 1GET WIC, CAN MY CHILD{REN) GET FREE MEALS? Children in households participating in WIC may be eligible
for free or reduced price meals. Please fill out an application.

9. WILL THE INFORMATION I GIVE BE CHECKED? Yes and we may also ask you to send written proof.

10. IF I DON'T QUALIFY NOW, MAY 1 APPLY LATER? Yes, you may apply at any time during the school year. For
example, children with a parent or guardian who becomes unemployed may become eligible for free and reduced
price meals if the household income drops below the income limit.

i1

Ja

WHAT IF I DISAGREE WITH THE SCHOOL’S DECISION ABOUT MY APPLICATION? You should talk to school
officials, You also may ask for a hearing by calling or writing to: {[name, address, phone number, e-mail].
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MAY I APPLY IF SOMEONE IN MY HOUSEHOLD IS NOT A U.S. CITIZEN? Yes. You or your child{ren) do not have
to be U.S. citizens to qualify for free or reduced price meals.

WHO SHOULD | INCLUDE AS MEMBERS OF MY HOUSEHOLD? You must include all people living in your
household, related or not (such as grandparents, other relatives, or friends) who share income and expenses. You
must include yourself and all children living with you, If you live with other people who are economically
independent {for example, people who you do not support, who do not share income with you or your children,
and who pay a pro-rated share of expenses}, do not include them.

WHAT IF MY INCOME IS NOT ALWAYS THE SAME? List the amount that you normally receive. For example, if
you normally make $1000 each month, but you missed some work last month and only made $900, put down that
you made $1000 per month. If you normally get overtime, include it, but do not include it if you only work
overtime sometimes. If you have lost a job or had your hours or wages reduced, use your current income,

WE ARE IN THE MILITARY. DO WE INCLUDE OUR HOUSING ALLOWANCE AS INCOME? If you get an off-base
housing allowance, it must be included as income. However, if your housing is part of the Military Housing
Privatization Initiative, do not include your housing allowance as income,

MY SPOUSE 1S DEPLOYED TO A COMBAT ZONE. IS HER COMBAT PAY COUNTED AS INCOME? No, if the
combat pay is received in addition to her basic pay because of her deployment and it wasn't received before she
was deployed, combat pay is not counted as income. Contact your school for more information.

MY FAMILY NEEDS MORE HELP. ARE THERE OTHER PROGRAMS WE MIGHT APPLY FOR? To find cut how to
apply for [State SNAP] or other assistance benefits, contact your local assistance office or call [State hotline
number}].

If you have other questions or need help, call [phone number}.
Si necesita ayuda, por favor llame al teléfono: [phone number].

Sivous voudriez d'aide, contactez nous au numero: [phone number].

Sincerely,

{signature}
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INSTRUCTIONS FOR APPLYING

A HOUSEHOLD MEMBER IS ANY CHILD OR ADULT LIVING WITH YOU.

IF YOUR HOUSEHOLD RECEIVES BENEFITS FROM [State SNAP], OR [State TANF] {OR THE FOOD DISTRIBUTION
PROGRAM ON INDIAN RESERVATIONS (FDPIR}], FOLLOW THESE INSTRUCTIONS:

Part 1: List all household members and the name of school for each child.

Part 2: List the case number for any household member {(including adults} receiving [State SNAP] or [State TANF} or
[FDPIR] benefits.

Part 3: Skip this part.

Part 4: Skip this part,

Part 5: Sign the form. The last four digits of a Social Security Number are not necessary.

Part 6: Answer this question if you choose to.

IF NO ONE IN YOUR HOUSEHOLD GETS [State SNAP] OR [State TANF] BENEFITS AND IF ANY CHILD IN YOUR
HOUSEHOLD IS HOMELESS, A MIGRANT OR RUNAWAY, FOLLOW THESE INSTRUCTIONS:

Part 1: List alt household members and the name of school for each child.

Part 2: Skip this part.

Part 3: if any child you are applying for is homeless, migrant, or a runaway check the appropriate box and call [your school,
homeless liaison, migrant coordinator}.

Part 4: Complete only if a child in your household isn't eligible under Part 3. See instructions for All Other Households.

Part 5: Sign the form. The Jast four digits of a Social Security Number are not necessary if you didn't need to fill in Part 4.

Part 6: Answer this question if you choose to.

IF YOU ARE APPLYING FOR A FOSTER CHILD, FOLLOW THESE INSTRUCTIONS:

if all children in the household are foster children:

Part 1: List all foster children and the school name for each child, Check the box indicating the child is a foster child.
Part 2: Skip this part.

Part 3: Skip this part.

Part 4: Skip this part.

Part 5: Sign the form. The last four digits of a Social Security Number are not necessary.

Part 6: Answer this question if you choose to.

If some of the children in the | are foster chil

Part 1: List all household members and the name of school for each child. For any person, including children, with no income,
you must check the “No income” box. Check the box if the child is a foster child.

Part 2: If the household does not have a case number, skip this part.

Part 3: if any child you are applying for is homeless, migrant, or a runaway check the appropriate box and call [your school,
homeless liaison, migrant coordinator]. if not, skip this part.

Part 4: Follow these instructions to report total household income from this month or last month.

«  Box1-Name: List all household members with income.

e Box 2-Gross income and How Often it Was Received: For each household member, list each type of income
received for the month. You must tell us how often the money is received-—weekly, every other week, twice a month
or monthly, For earnings, be sure to list the gross income, not the take-home pay. Gross income is the amount
earned before taxes and other deductions. You should be able to find it on your pay stub or your boss can tell you. For
other income, list the amount each person got for the month from welfare, child support, alimony, pensions,
retirement, Social Security, Supplemental Security Income (SS1), Veteran’s benefits (VA benefits), and disability
benefits. Under All Other income, list Worker's Compensation, unemployment or strike benefits, regular contributions
from people who do not live in your household, and any other income. Do not include income from SNAP, FDPIR,
WIC, Federal education benefits and foster payments received by the family from the placing agency. For ONLY the
self-employed, under Farnings from Work, report income after expenses. This is for your business, farm, or rental
property. if you are in the Military Privatized Housing Initiative or get combat pay, do not include these allowances as
income.



55

Part 5: Adult household member must sign the form and list the last four digits of their Social Security Number {or mark the box
if s/he doesn’t have one).
Part 6: Answer this question, if you choose.

ALL OTHER HOUSEHOLDS, INCLUDING WIC HOUSEHOLDS, FOLLOW THESE INSTRUCTIONS:

Part 1: List all household members and the name of school for each child. For any person, including children, with no income,
you must check the “No income” box.

Part 2: If the household does not have a case number, skip this part.

Part 3: Iif any child you are applying for is homeless, migrant, or a runaway check the appropriate box and call [your school,
homeless liaison, migrant coordinator]. If not, skip this part.

Part 4: Follow these instructions to report total household income from this month or last month.

*  Box 1-Name: List all household members with income.

*  Box 2 —Gross Income and How Often it Was Received: For each household member, list each type of income
received for the month. You must tell us how often the money is received—weekly, every other week, twice a month
or monthly. For earnings, be sure to list the gross income, not the take-home pay. Gross income is the amount
earned before taxes and other deductions. You should be able to find it on your pay stub or your boss can tell you. For
other income, list the amount each person got for the month from welfare, child support, alimony, pensions,
retirement, Social Security, Supplemental Security Income {SSI), Veteran's benefits (VA benefits), and disability
benefits. Under All Other Income, list Worker's Compensation, unemployment or strike benefits, regular contributions
from people who do not live in your household, and any other income. Do not include income from SNAP, FDPIR,
WIC, Federal education benefits and foster payments received by the family from the placing agency. For ONLY the
seif-employed, under Earnings from Work, report income after expenses. This is for your business, farm, or rental
property. Do not include income from SNAP, FDPIR, WIC or Federal education benefits. if you are in the Military
Privatized Housing Initiative or get combat pay, do not include these allowances as income.

Part 5: Adult household member must sign the form and list the last four digits of their Social Security Number {or mark the box
if s/he doesn’t have one).
Part 6: Answer, this question if you choose.
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FREE AND REDUCED PRICE SCHOOL MEALS FAMILY APPLICATION

PART 1. ALL HOUSEHOLD MEMBERS

Names of all household members Name of schoot for each child/or . Check if NO
(First, Middle Initial, Last) indicate “NA” if child is not in Check if a foster child {legal responsibility of income
school welfare agency or court)

* if all children listed below are foster children,
skip to Part 5 to sign this form.

gooooe
Oogooo

Part 2, BENEFITS

{F ANY MEMBER OF YOUR HOUSEHOLD RECEIVES [State SNAP}, [FDPIR] OR [State TANF Cash Assistance], PROVIDE THE NAME AND
CASE NUMBER FOR THE PERSON WHO RECEIVES BENEFITS AND SKIP TO PART 5. IF NO ONE RECEIVES THESE BENEFITS, SKIP TO

PART 3.
NAME: CASE NUMBER:

PART 3. 1F ANY CHILD YOU ARE APPLYING FOR 1S HOMELESS, MIGRANT, OR A RUNAWAY CHECK THE APPROPRIATE BOX AND CALL
{your school, homeless Haison, migrant coordinator at phone #} HOMELESS (0 MIGRANT I3 RUNAWAY O

PART 4. TOTAL HOUSEHOLD GROSS INCOME. You must telf us how much and how often.

1. NAME 2. GROSS INCOME AND HOW QFTEN IT WAS RECEIVED
{List only household mambers with
income) Earnings From Work Pensions, retirement, Social

before deductions Welfare, child support, alimony | Security, SSI, VA benefits All Other Income

(Exomple] Jane Smith $199.99/weekly  |$149.99/every other week  1$99.99/monthly $50,00/monthly
G — R
AN R —
S [
CR I —
CR— R A

3. / $ /
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PART 5. SIGNATURE AND LAST FOUR DIGITS OF SOCIAL SECURITY NUMBER (ADULT MUST SIGN)

An adult household member must sign the application. If Part 4 is completed, the aduit signing the form also must list the last four digits of his or
her Social Security Number or mark the “I do not have a Social Security Number” box. {See Privacy Act Statement on the back of this page.}

I certify (promise) that all information on this application is true and that all income is reported. ] understand that the school will get Federal funds
based on the information I give. I understand that school officials may verify (check) the information. I understand that if I purposely give false
information, my children may lose meal benefits, and I may be prosecuted.

Sign here: Print name:,

Date:

Address: Phone Number:
City: State: Zip Code:

Last four digits of Social Security Number: ***.**. ______ (}1do not have a Social Security Number

PART 6. CHILDREN’S ETHNIC AND RACIAL IDENTITIES {OPTIONAL)

Choaose one ethnicity: Choose one or more (regardless of ethnicity):
U Hispanic/Latino Q3 Asian I American Indian or Alaska Native Q Biack or African American
£ Not Hispanic/Latino O White Q Native Hawaiian or other Pacific Islander

DO NOT FILL OUT THIS PART. THIS IS FOR SCHOOL USE ONLY.

Annual Income Conversion: Weekly x 52, Every 2 Weeks x 26, Twice A Month x 24 Monthly x 12

Total Income: Per: U Week, U Every 2 Weeks, U Twice A Month, O Month, O Year  Household size:

Categorical Eligibility: __ Date Withdrawn: Eligibility: Free . Reduced . Denied_ .

Reason:

Temporary: Free___ Reduced____ Time Period: {expires after . days)
Determining Official’s Signature: Date:
Confirming Official’s Signature: Date:

Verifying Official’s Signature: Date:
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FEDERAL ELIGIBILITY INCOME CHART Ffor School Year,
. Household size Yearly Monthly Weekly
Your children may qualify for free
or reduced price meals if your
household income falls at or below |2
the limits on this chart. 3
4
5
6
7
8
Each additional person:

Privacy Act Statement: This explains how we will use the information you give us.

The Richard B. Russell National School Lunch Act requires the information on this application. You do not have to give the information, but
if you do not, we cannot approve your child for free or reduced price meals. You must include the last four digits of the social security
number of the adult household member who signs the application. The last four digits of the social security number is not required when
you apply on behalf of a foster child or you lista ! al Nutrition Assistance Program {SNAP), Temporary Assistance for Needy
Families (TANF) Program or Food Distribution Program on Indian Reservations (FDPIR) case number or other FDPIR identifier for your
child or when you indicate that the adult household member signing the application does not have a social security number. We will use
your information to determine if your child is eligible for free or reduced price meals, and for administration and enforcement of the junch
and breakfast programs. We MAY share your eligibility information with education, health, and nutrition programs to help them evaluate,
fund, or determine benefits for their programs, auditors for program reviews, and law enforcement officials to help them lock into
violations of program rules.

Non-discrimination Statement: This explains what to do if you believe you have been treated unfairly. “In accordance with Federal Law and
U.S. Department of Agriculture policy, this institution is prohibited from discriminating on the basis of race, color, national origin, sex, age,
or disability. To file a complaint of discrimination, write USDA, Director, Office of Adjudication, 1400 Independence Avenue, SW,
Washington, D.C. 20250-9410 or call toll free (866) 632-9992 {Voice). Individuals who are hearing impaired or have speech disabilities
may contact USDA through the Federal Relay Service at (800} 877-8339; or (800} 845-6136 (Spanish). USDA is an equal opportunity
provider and employer.”
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SHARING INFORMATION WITH MEDICAID/SCHIP

Dear Parent/Guardian:

If your children get free or reduced price school meals, they may also be able to get free or low-cost health
insurance through Medicaid or the State Children’s Health Insurance Program (SCHIP). Children with heaith
insurance are more likely to get regular health care and are less likely to miss school because of sickness.

Because health insurance is so important to children’s well-being, the law allows us to tell Medicaid and SCHIP
that your children are eligible for free or reduced price meals, unless you tell us not to, Medicaid and SCHIP
only use the information to identify children who may be eligible for their programs. Program officials may
contact you to offer to enroll your children. Filling out the Free and Reduced Price School Meals Application
does not automatically enroll your children in health insurance.

If you do not want us to share your information with Medicaid or SCHIP, fill out the form below and send in
(Sending in this form will not change whether your children get free or reduced price meals).

D No! I DO NOT want information from my Free and Reduced Price School Meals Application shared
with Medicaid or the State Children’s Health Insurance Program.

If you checked no, fill out the form below to ensure that your information is NOT shared for the child(ren)
listed below:

Child's Name: School:
Child's Name: School:
Child's Name: Schook:
Child's Name: School:
Signature of Parent/Guardian: Date:

Printed Name:

Address:

For more information, you may call [name} at [phone] or e-mail at [e-mail address}.

Return this form to: [address] by [date].
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SHARING INFORMATION WITH OTHER PROGRAMS

Dear Parent/Guardian:

To save you time and effort, the information you gave on your Free and Reduced Price School Meals
Application may be shared with other programs for which your children may qualify. For the following
programs, we must have your permission to share your information. Sending in this form will not change
whether your children get free or reduced price meals.

[ ves! 1 DO want school officials to share information from my Free and Reduced Price School Meals
Application with [name of program specific to your school}.

D Yes! | DO want school officials to share information from my Free and Reduced Price School Meals
Application with [name of program specific to your school].

D Yes! | DO want school officials to share information from my Free and Reduced Price School Meals
Application with [name of program specific to your school}.

Ifyou checked yes to any or all of the boxes above, fill out the form below to ensure that your information is
shared for the child{ren) listed below. Your information will be shared only with the programs you checked.

Child's Name: School:
Child’s Name: Schook:
Child's Name: School:
Child's Name: School:
Signature of Parent/Guardian: Date:

Printed Name:

Address:

For more information, you may call {name]} at [phone] or e-mail at [e-mail address].

Return this form to: [address] by [date].
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WE MUST CHECK YOUR APPLICATION

You must send the information we need, or contact [name] by [date], or your child(ren) will stop getting free or
reduced price meals.

School: Date:

Dear

We are checking your Free and Reduced Price School Meals Application. Federal rules require that we do this
to make sure only eligible children get free or reduced price meals. You must send us information to prove
that [name(s) of child{ren)][is/are] eligible.

If possible, send copies, not original papers. If you do send originals, they will be sent back to you only if you
ask.

1.1F YOU WERE RECEIVING BENEFITS FROM [State SNAP], [State TANF] OR [FDPIR]JWHEN YOU
APPLIED FOR FREE OR REDUCED PRICE MEALS, OR AT ANY TIME SINCE THEN, SEND US A COPY OF
ONE OF THESE:

e [State SNAP] or [State TANF] or [FDPIR] Certification Notice that shows dates of certification.
e Letter from [State SNAP] or [State TANF] or [FDPIR] office that shows dates of certification.
* Do notsend your EBT card.

2.1F YOU GET THIS LETTER FOR A HOMELESS, MIGRANT, OR RUNAWAY CHILD, PLEASE CONTACT
[school, homeless liaison, or migrant coordinator] FOR HELP.

3.1F THE CHILD IS A FOSTER CHILD:

Provide written documentation that verifies the child is the legal responsibility of the agency or court or
provide the name and contact information for a person at the agency or court who can verify that the child is
a foster child.

4, 1F NO ONE IN YOUR HOUSEHOLD RECEIVES [State SNAP] or [State TANF] or [FDPIR] benefits:
Send this page along with papers that show the amount of money your household gets from each source of
income. The papers you send must show the name of the person who received the income, the date it was
received, how much was received, and how often it was received. Send information to: [address]

Acceptable papers include:

JOBS: Paycheck stub or pay envelope that shows the amount and how often pay is received; letter from
employer stating gross wages and how often you are paid; or, if you work for yourself, business or farming
papers, such as ledger or tax books.

SOCIAL SECURITY, PENSIONS, OR RETIREMENT: Social Security retirement benefit letter, statement of
benefits received, or pension award notice.

UNEMPLOYMENT, DISABILITY, OR WORKER’S COMP: Notice of eligibility from State employment security
office, check stub, or letter from the Worker's Compensation’s office.

WELFARE PAYMENTS: Benefit letter from the [State TANF] office.
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CHILD SUPPORT OR ALIMONY: Court decree, agreement, or copies of checks received.

OTHER INCOME (SUCH AS RENTAL INCOME): Information that shows the amount of income received,
how often it is received, and the date received.

NO INCOME: Abrief note explaining how you provide food, clothing, and housing for your household, and
when you expect an income,

MILITARY HOUSING PRIVATIZATION INITIATIVE: Letter or rental contract showing that your housing is
part of the Military Privatized Housing Initiative.

TIMEFRAME OF ACCEPTABLE INCOME DOCUMENTATION: Please submit proof of one month’s income;
you could use the month prior to application, the month you applied, or any month after that.

If you have questions or need help, please call [name] at [phone number]. The call is free. [Toll free or
reverse charge explanation]. You may also e-mail us at [e-mail address].

Sincerely,

[signature]

Privacy Act Statement: The Richard B. Russell National School Lunch Act requires the information on this application. You do not have
to give the information, but if you do not, we cannet approve your child for free or reduced price meals. We will use your information to
determine if your child is eligible for free or reduced price meals, and for administration and enforcement of the funch and breakfast
programs,

Non-Discrimination St: : This explains what to do if you believe you have been treated unfairly. “In accordance with Federal Law
and U.S. Department of Agriculture policy, this institution is prohibited from discriminating on the basis of race, color, national origin,
sex, age, or disability. To file a complaint of discrimination, write USDA, Director, Office of Adjudication, 1400 Independence Avenue, SW,
Washington, D.C. 20250-9410 or call toll free (866) 632-9992 (Voice), Individuals who are hearing impaired or have speech disabilities
may contact USDA through the Federal Relay Service at {800) 877-8339; or (800) 845-6136 {Spanish). USDA is an equal opportunity
provider and employer.”
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WE HAVE CHECKED YOUR APPLICATION

School: Date:

Dear

We checked the information you sent us to prove that [name(s) of child(ren)] are eligible for free or

reduced price meals and have decided that:

T} Your child(ren)'s eligibility has not changed.

O starting [date], your child{ren)’s eligibility for meals will be changed from reduced price to free
because your income is within the free meal eligibility limits. Your child(ren) will receive meals at no
cost.

{1 Starting [date], your child{ren)’s eligibility for meals will be changed from free to reduced price
because your income is over the limit. Reduced price meals cost [$] for lunch and [$] for breakfast.

U Starting [date], your child(ren) is/are no longer eligible for free or reduced price meals for the
following reason(s):

__Records show that no one in your household received [State SNAP] or [State TANF] benefits.
... Records show that the child(ren) is/are not homeless, runaway, or migrant.

___Your income is over the limit for free or reduced price meals.

__You did not provide:
.. You did not respond to our request.

Meals cost [$] for lunch and [$] for breakfast. If your household income goes down or your household size
goes up, you may apply again. If you were previously denied benefits because no one in the household
received [State SNAP], [State TANF] or [FDPIR] benefits, you may reapply based on income eligibility. If
you did not provide proof of current eligibility, you will be asked to do so if you reapply.

If you disagree with this decision, you may discuss it with [name] at [phone}]. You also have the rightto a
fair hearing. If you request a hearing by [date], your child(ren) will continue to receive free or reduced price
meals until the decision of the hearing official is made. You may request a hearing by calling or writing to:
[name], [address], [phone number], or [e-mail].

Sincerely,

[signature]

Nen-Discrimination Statement: This explains what to do if you believe you have been treated unfairly, “In accordance with Federal Law
and U.S. Department of Agriculture policy, this institution is prohibited from discriminating on the basis of race, color, national origin,
sex, age, or disability. To file a complaint of discrimination, write USDA, Director, Office of Adjudication, 1400 Independence Avenue, SW,
Washington, D.C. 20250-9410 or call toll free {866) 632-9992 {Voice}. Individuals who are hearing impaired or have speech disabilities
may contact USDA through the Federal Relay Service at (800) 877-8339; or (B00) 845-6136 (Spanish). USDA is an equal opportunity
provider and employer.”
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NOTICE TO HOUSEHOLDS OF APPROVAL/DENIAL OF BENEFITS

Dear Parent/Guardian:

You applied for free or reduced-meals for the following child(ren);

Your application was:

D Approved for free meals

ad Approved for reduced price meals at $ forlunch,$ ______for breakfast, and $
for snacks

L Denied for the following reason(s):
D Income over the allowable amount

D Incomplete application because

D Other

If you do not agree with the decision, you may discuss it with [school official’s name] at [phone number]
or at [e-mail address]. Ifyou wish to review the decision further, you have a right to a fair hearing. This
can be done by calling or writing the following official:

NAME:

ADDRESS:

PHONE NUMBER: E-MAIL

Sincerely,

[signature]

Name Title Date

Non-Discrimination Statement: This explains what to do if you believe you have been treated unfairly. ““In accordance with Federal Law
and U.S. Department of Agriculture policy, this institution is prohibited from discriminating on the basis of race, color, national origin,
sex, age, or disability. To file a complaint of discrimination, write USDA, Divector, Office of Adjudication, 1400 Independence Avenue, SW,
Washington, D.C. 20250-9410 or call tol} free (866) 632-9992 (Voice). Individuals who are hearing impaired or have speech disabilities
may contact USDA through the Federal Relay Service at {800) 877-8339; or (800) 845-6136 {Spanish}. USDAis an equal opportunity
provider and employer.”
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NOTICE OF DIRECT CERTIFICATION

Dear Parent/Guardian:

We want to let you know that the child(ren) listed below will receive free lunches, breakfasts, and snacks at
school because they receive [State SNAP] or [State TANF]L.

Name of Child Name of School

If there are other children in your household who aren't listed above, they also qualify for free meals,
Please contact the school your child/children attend in the following situations:

» Ifthere are other children in your household who are not listed above and you would like them to
receive free meals at school

e You do not want your children to have free meals

e You have any additional questions

[name]

[phone number]
[e-mail address]
Sincerely,

[signature]

Non-Discrimination Statement: This explains what to do if you believe you have been treated unfairly. “In accordance with Federal Law
and U.S. Department of Agriculture policy, this institution is prohibited from discriminating on the basis of race, color, national origin,
sex, age, or disability. To file a complaint of discrimination, write USDA, Director, Office of Adjudication, 1400 Independence Avenue, SW,
Washington, D.C. 20250-9410 or call toll free (866) 632-9992 (Voice). Individuals who are hearing impaired or have speech disabilities
may contact USDA through the Federal Relay Service at {800) 877-8339; or (800) 845-6136 {Spanish). USDA is an equal opportunity
provider and employer.”
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Application for WIC

FORM NO: 101E (5/10)

DATEAPPLIED: FAMILIES

APPTDATE: STPECEMERTR, WUTATON PROGAAM FOR HOEN, MANTS & CHEDPEN

Please complete both sides of this application.

List all people who are applying for WIC services. Include due date of unborn children in space for name.
(Ethnicity, sex and race data are for statistical purposes only. They are not used to determine eligibility.}

FOR WIC USE

£ American Indian/Alaska Native
1 Asian

3 Black or African American

3 Female O Not Hispanic/Latino. | o pacific Islander ar Native Hawaiian
3 White

0 Male 3 Hispanic/Lating

Date of Birth

©3 American Indian/Alaska Native

2 Asian

3 Black or African American

O Female £ Not Hispanic/Latind. | ¢y pacific Islander or Native Hawailan
1 White

& Male 3 Hispanic/Latino

Date of Birth

O American Indian/Alaska Native

0 Asian

£ Black or African American

3 Female € Not Hispanic/Latino. | ¢ pacific Isfander or Native Hawailan
1 White

I Male 3 Hispanic/Lating

Date of Birth

3 American Indian/Afuska Native
a Asian

@ Black or African American

T Female £ Not Hispanic/Latino. | ¢y pacific Islander or Native Hawaiian
1 White

1 Male 1 Hispanic/Latine

Date of Birth

23 American Indian/Alaska Native
3 Asian

£3 Black or African American

3 Femate £3 Not Hispanic/Latino. | ¢ pacific: Islander or Native Hawailan
21 White

o Mate O Hispanic/Latino

Date of Birth

More on the back



How many people are living in your household (include unborn child/ren)?
Is anyone in your household receiving Food Stamps, TANF, Medicaid or CHIP?

Is anyone in your household a migrant worker?

What is the highest grade you have completed in school?.
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Ono
Ono Ovyes

O vyes

Please read the statements below and sign to indicate you understand and agree to follow these

conditions if you and your children are determined eligible to participate in the Idaho WIC Program.

All information I have provided is correct and WIC staff may verify any of the information. I may be prosecuted

under the law and have to pay back what I received if I have intentionally lied or withheld the truth.

1 can receive WIC benefits from only one WIC office at a time.

I have the right to appeal eligibility decisions by requesting a fair hearing within 60 days.

1 consent to the taking of height and weight measures and a finger stick blood test to check iron status for myself

or my child. These are used to establish nutritional need for the WIC program.

1 authorize the WIC Program to share the eligibility information (such as name, address and birth date) for myself

and my children listed on this form with local, state and federal WIC programs.

°  This information is also available to the Idaho Department of Health and Welfare's Family and Children
Services, Behavioral Health, and Welfare divisions who share a common client directory with WIC. The data is
only used for the purpose of creating unigue client ID numbers to prevent duplication.

°  This information may also be shared with the Idaho Department of Health and Welfare Medicaid and Food
Stamp programs for the purpose of referral.

1 authorize the WIC program to share immunization status with the Immunization program for referral purposes.

1 authorize the WIC Program to use health data and eligibility information for receiving WIC services and for

evaluating the effectiveness of the program, monitoring, and auditing the program. I release these agencies from

any and all responsibility and liability concerning the release of information I have consented to be released.
« I 'may review my record and I have the right to revoke this consent in writing at any time.

X

Signature of Responsible Adult

Date

In accordance with Federal law and U.S. Department of Agriculture policy, this institution is prohibited from
discriminating on the basis of race, color, national origin, sex, age, or disability.

To file a complaint of discrimination, write USDA, Director, Office of Civil Rights, 1400 Independence Avenue, S.W.,
Washington DC, 20250-9410 or call (800) 795-3272 (voice) or (202) 720-6382 (TTY). USDA is an equal opportunity

provider and employer.
THIS BOX IS FOR WIC STAFF USE ONLY

IDENTIFICATION INCOME ELIGIBLE INCOME SOURCE (employer) Amount *x Subtotal
3 visual 3 TANF-MA-FS-CHIP ; s
3 other 3 check stub O W-2 : $ ——

3 unemployment 2. 3. $.

3 other

3. $ $

*FMONTHLY INCOMECONVERSTON  Household size: Monthly gross income §

Weekly %43 15 there other income (overtime, tips, bonuses, child support, SSI) ?
RESIDENCE ELIG. Bi-weekdy (every 2 wks)  x2.15
3 driver license Semi-monthly (twice/mo} ~ x2
£3 utifity bilf O lefter  Quarterly +3
3 other Hourly {Rate x hrs/wk) x 4.3
PREGNANCY PROOF
3 written Staff Signature and Date
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IMPLEMENTATION OF SODIUM REQUIREMENT

Mr. FARR. But I also want to ask you, because I am really con-
cerned, and I think you are taking too slow a period to get the bad
stuff out of these foods. Are—you indicated that you have got a new
rule to get sodium out. But it is going to take 10 years to get it
out?

Mr. CONCANNON. We have probably had more pushback on the
sodium aspect of the dietary guidelines in our meal patterns than
any other, because sodium is, throughout the—I personally never
pick up a salt shaker, but I know I consume too much sodium be-
cause 1t is in so many—it is in some foods naturally, but it is in
so many processed foods.

Mr. FARR. That is right.

Mr. CONCANNON. Yes.

Mr. FARR. So why can’t we get it out? How about fructose? Are
we going to get that out?

Mr. CONCANNON. I know we are—well, as examples, for USDA
commodities, foods we buy, we are buying foods with less sodium,
less sugar, you know, we are buying whole grains, we are buying
cheese with less fat in it. We are, in the USDA Foods, definitely
promoting healthier eating, as we are in this

DISTINCTION BETWEEN TYPES OF SUGAR

Mr. FARR. Do you make any distinction between sugars between
regular, natural sugars, and being fructose sugars?

Mr. CONCANNON. No, we do not.

Mr. FARR. Well, chemically

Mr. CONCANNON. Not to my knowledge.

Mr. FARR. Chemistry and medicine is certainly making that dis-
tinction, and saying it is a very—it is a big distinction. And maybe
we ought to be addressing that. You are the nutrition people.

Mr. CoNCANNON. Well, it is about fructose versus sugar?

Mr. FARR. By the way, while you are looking at that, just to—
coming here, if I only had $2.70—I just paid, in the Members cloak-
room, $1 for a cup of coffee, $1 for a banana, and $.50 for a box
of raisins. That is $2.50. I didn’t get much of a meal.

Dr. ANAND. We actually control for all added sugars. If you add
sugar—it will reduce added sugars.

Mr. FARR. Your added sugars?

Dr. ANAND. Right.

Mr. FARR. Is an added sugar different than a sugar?

Dr. ANAND. Yes, because there are some naturally occurring sug-
ars.

Mr. FARR. Yes.

Dr. ANAND. So we are not talking about naturally occurring
sugar. Only added sugar we are talking about. Reducing added
sugar.

Mr. FaRr. Okay.

Dr. ANAND. And it will apply to also the fructose syrup.

Mr. FARR. But are you making any distinction, or have you found
in any of your research that there is a distinction between sugar
and fructose sugar?

Dr. ANAND. I think there is no research that shows
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Mr. FARR. Okay. Well, that is interesting, because the——

Dr. ANAND. Right.

Mr. FARR [continuing]. University of California in San Francisco
obesity center has been putting out a lot of information that there
is a major problem with fructose sugars for obesity.

Why is it taking 10 years, though? Why did we have to take—
on this nutrition—I read your testimony. You know, I am very ex-
cited about what is going on with the child nutrition program. But
then I read that the implementation is going to be—we are going
to be doing pilot projects, we are doing research, we are developing
guidelines, we are improving standards. What immediately has
happened?

IMPLEMENTATION OF NEW CNP REQUIREMENTS

Mr. CoNCANNON. Well, immediately, again, we have put out
these proposed standards that are, I think—well, I know we are
hearing from schools and others, saying, among other things, “Your
proposed reductions in sodium are too much for us to be able to
handle.”

So, we know it is going to take a gradual—and we have heard
this from food processors

Mr. FARR. Well, I am not just—I guess what—my question is
broader than just the ingredients. It is what is immediately—re-
member the health care bill? We immediately had about five things
that happened? Pre-existing conditions were no longer there, you
could keep your child on insurance beyond age 21. Is there any-
thing in the child nutrition program immediately happened, or do
you have——

Mr. CONCANNON. Oh, a number of things have already happened
immediately. In fact, it was signed the 13th of December——

Mr. FARR. I was there.

Mr. CONCANNON [continuing]. We issued guidance in December.
For example, all children in foster care—California has the largest
group of kids in foster care in the country—are immediately di-
rectly certified for meals, so—for school meals. So they do not have
to fill in paper.

We have also—we have been sending out information to summer
feeding programs, saying, look, we have simplified, as a result of
this bill, a single site—let us say the Boys and Girls Club, or
Catholic Charities—can operate more than the limited number of
sites that were previously available.

There are three or four pieces of guidance that are going out this
current week. There were, literally, 100-plus elements in that bill.
And we are implementing a number of them. We are picking them
off, and many of them—again, immediately—for example, we told
all 50 States in December, “You may now operate supper feeding
programs.” Previously it was limited to 13.

So, we have done a number of things immediately on that bill.

OPTION TO SUBMIT QUESTIONS DUE TO VOTES

Mr. KINGSTON. The gentleman’s time has expired. We have been
told there is a series of votes coming up, and I think as many as—
Ms. Lummis, Mr. Nunnelee, do you want to submit your questions,
or do you want to
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Ms. Lummis. I would like to submit.

Mr. KINGSTON. And Ms. Kaptur has not had an opportunity, so
this gives you time. And then, Ms. DeLauro, I know, wants some
more. And Mr. Bishop, do you want to submit your questions?

Mr. BisHOP. I don’t want to submit.

Mr. KINGSTON. You don’t want to?

Mr. BisHOP. No, I don’t want to submit.

Mr. KINGSTON. If we——

Mr. BisHOP. If I have an opportunity to ask this—to follow up
on Mr. Farr’s question, I will.

Mr. KINGSTON. Okay. Well, we will just—we are going to go
strictly five minutes, and maybe we can get at least a half a loaf.
And if you don’t want to submit, we can come back. It will probably
be more like 12:45, though, before we can—so it is up to you guys.

Ms. Kaptur, five minutes.

Ms. KAPTUR. Thank you very much, Mr. Chairman, very much.
I apologize for not being here earlier. And I thank you for the five
minutes, and I thank my colleagues and Mr. Bishop and others.

IMPACT OF CUTS TO TEFAP AND CSFP

First of all, thank you for the great work you do. I come from
a region with a great deal of unemployment, and long-term unem-
ployment. Some statistics came out this morning from the Bureau
of Labor statistics, indicating that unemployment had gone down.
However, Gallup Poll has come out and said that, in fact, we are
still stuck over 10 percent nationally. And that is the reality that
we see in areas where the unemployment has lasted a very long
time. And the situation is very, very dicey.

I do not know where our community would have been without
USDA, quite honestly. My questions really relate to the temporary
emergency food assistance program, and the commodity supple-
mental food program. Because over a third of what we actually are
able to give to people at the local level has been comprised of
USDA commodities. Almost 30 percent comes from the emergency
food assistance program.

And I guess what I am worried about is, you know, people say,
“Well, we have got to save money, so it is okay that General Elec-
tric doesn’t pay taxes, and it is okay that ExxonMobil doesn’t pay
taxes, and it is okay that Wall Street pays an effective tax rate of
11 percent, the big banks that caused this mess,” and yet busi-
nesses in my district have to pay at a 35 percent rate, but the way
you solve the problem is not to make them pay their fair share.
The way you solve the problem is to cut the food to the people who
are absolutely at the edge.

I had an unbelievable experience the other day. I went in for a
radio interview—I shared this with my colleagues—and the young
woman who was interviewing me—we all know radio doesn’t pay
a whole lot for their staff—and we started talking about food. And
she said, “I am sorry that I weigh as much as I do, but she said,
“I really learned what it was to be poor.” And she said, “I am filled
up with useless calories, but now I really understand how people
at the edge eat.” And she broke down, right on the radio show. I
was—she had come to our community from out of town.
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So, my question to you is, in terms of the emergency assistance
programs, the commodity supplemental food program, I am very
worried about that one. Because, based on the cuts already this
year, there will be several thousand less boxes delivered to Ohio-
ans.

And also in the TEFAP program, one of my colleagues—not any-
body who is here this morning—on this subcommittee said a few
weeks ago, “Well, let United Way make up the difference.” I am
telling you. In my community United Way cannot make up the dif-
ference, because United Way contributions have been reduced be-
cause of this lingering unemployment.

So, if anybody knows anything about revolution, we know that
when you are well fed, you do not have as many revolutions. But
I worry very much about people who are just truly at the edge. I
got plates here from my community. One from a lady from Toledo,
Ohio who says, “The food bank is a great service to me and my
family. I work every day, but most of my income is spent on bills,
which are not going down,” for electricity and gas, and all the rest,
“which leaves very little money for me to purchase food for myself
and my two daughters.” I could turn in thousands of these plates
to the record.

And so, my question really is, based on what is happening this
year with this cut being crammed into nine months or eight
months, and then with the cut proposed for next year, what is
going to happen to TEFAP and to CSFP in places like Ohio, where
our food banks totally depend on them?

Mr. CONCANNON. Two sets of—they are very important ques-
tions.

The food banks across the country last year served an esti-
mated—and the food pantries—those 200-plus food banks serve
food pantries—I have been to food banks in Ohio, as well as other
states represented here—they serve about 60,000 emergency pan-
tries, churches, other places. And I have heard from one end of the
country to the other, they are now serving people who in the past
were their donors for those food banks, because of their changed
circumstances.

So, last year, the USDA provided $600 million in food to—
through the TEFAP program—to food banks that went on to food
pantries. About——

Ms. KAPTUR. And I would say, sir, just for the record——

Mr. CONCANNON. A little less

Ms. KAPTUR. One of—we have two food banks. One of our major
food banks, it charges nothing. The other food bank charges so
much a pound. So everybody goes to the food bank that doesn’t
charge anything first. And they had—they have over 500 sites that
they move food to. And in 2009 and 2010 they saw the real in-
crease of more than 36 percent in the amount of food they distrib-
uted from around 4 million to more than 6 million pounds of food.
The need is just—please finish.

Mr. KINGSTON. Well, Ms. Kaptur, your time has expired. Ms.
DeLauro?

And again, I am certainly willing to come back, I just—you know
how these long vote series come, and things deteriorate. But Rosa?
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Ms. DELAURO. Thank you, Mr. Chairman, and thank you for
your comments, Ms. Kaptur.

Mr. KINGSTON. But, Mr. Under Secretary, we do want the an-
swers to those questions.

[The information follows:]

The tentative caseload assigned for calendar year 2011 is 604,931, and current
participation in the CSFP (through January 2011) is approximately 581,000 per
month. The funding provided by HR 1 would support caseload of approximately
524,000, which is a reduction of approximately 81,000 from the caseload level in
2010 and the tentative assignment in 2011. Thus, States would have to immediately
cut caseload and begin to reduce participation in the program. Participation is cur-
rently lower than assigned caseload. Therefore, at the HR1 level of funding approxi-
mately 57,000 participants (most likely elderly since 96 percent of all participants
are elderly) would have to immediately be cut from the program. Furthermore,
States would have substantial cuts in their caseload assignments, which would re-
duce their administrative funding since each State’s level of administrative funding
is calculated by multiplying caseload by an administrative grant per caseload slot.
States would lose, on aggregate, approximately $5.5 million in administrative funds
with a caseload reduction of 81,000.

Mr. CONCANNON. Yes, yes.
SNAP ECONOMIC IMPACT

Ms. DELAURO. Let me just say with regard to the SNAP pro-
gram, every $5 generates $9 in total economic activity, 80 percent
of the benefits are redeemed within 2 weeks, 97 percent are spent
within the month. SNAP recipients spend the increased benefits
quickly, thereby being stimulative. I think that this is something
that needs to be a part of the record.

SNAP PARTICIPANT CHARACTERISTICS

Fifty-six percent—these are characteristics of SNAP recipients—
fifty-six percent of all participants were children under eighteen
years of age, or elderly sixty or older. Gross income, 86 percent of
the households below the federal poverty level; 42 percent of house-
holds at or below 50 percent of poverty; 18 percent of SNAP house-
holds had no income. They get, on average, $134 a month. I defy
the people who sit on this panel to live and have a food budget that
is $134 a month.

There are some in this institution who would want to make per-
manent the tax cuts for the richest two percent of the people in
this country. They make—that would give them $100,000 in a tax
cut. The rest of their money—and they would take that and put it
in an account and wouldn’t spend any money, and that may be
noble, but do you think that they are worried about whether they
are going to buy vegetables or they are going to be able to feed
their family? Or maybe they are just going to be able to go out to
dinner every night, and enjoy that $100,000 that they get in that
tax cut?

And, quite frankly, the people who want to go in that direction,
they have demonstrated that they don’t give a whit about the def-
icit. It doesn’t make any difference that there is a deficit that is
caused by extending those tax cuts to people who make over
$250,000 a year. That is what we are talking about here.
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STANDARD UTILITY ALLOWANCE

Standard utility allowance, let me ask a question about that, be-
cause it has to do with Connecticut, and I will be very clear about
that. Standard utility allowance for SNAP beneficiaries in Con-
necticut decreases today from $662 to $702 from $720, a decrease
for many in Connecticut. Gas prices have gone up significantly in
the last several weeks. Food prices have also increased.

Can we get some kind of a commitment that this issue will be
revisited? And will FNS be able to keep the standard utility allow-
ance at $720?

Mr. CONCANNON. We cannot. I have to say on the standard util-
ity allowance we have extended it several times. It does expire as
of April 1st. But the most reduction in food stamp benefits in any
state in the country cannot exceed $20 per month. We have ex-
tended it several times. I have been told unequivocally——

Ms. DELAURO. We can’t do it.

Mr. CONCANNON. It is off—yes.

Ms. DELAURO. Just wanted to add one comment here, and I will
yield time.

The average gross monthly income of food stamp beneficiaries is
$711. Their average net monthly income is $329. We want them to
bring their W-2 forms. I submit to you that we ask GE to bring its
forms and tell us how they have managed to pay zero in taxes to
the United States of America. And they ship their jobs overseas,
and they take their technology and take it overseas. And we do not
hold them accountable for anything. But let us make sure that any-
one who gets $134, that they may be buying the right thing or the
wrong thing for their families. Who are we? Who are we in this
great nation?

Mr. KINGSTON. Mr. Bishop?

Mr. BisHOP. I think I am going to end with Ms. DeLauro’s——

Mr. KINGSTON. Impassioned.

Mr. BISHOP [continuing]. Impassioned statement.

Mr. KINGSTON. Statement. Well, we have about two minutes.
And what I thought I would do—okay, go ahead, Ms. Kaptur.

Ms. KAPTUR. Yes. Mr. Chairman, I just wondered if they would
be able to respond to the questions I asked on TEFAP and CSFP
for the—in the remaining time.

Mr. KINGSTON. Yes.

Ms. KAPTUR. Thank you, sir.

Mr. KINGSTON. And also, though, I wanted to yield 20 seconds to
the administrator, if you want to say anything. This might be your
last time on testimony. You can tell us to go to hell, if you want.
[Laughter.] But I want to give you that—Under Secretary said not
a good idea. Not until the bill is passed. [Laughter.]

TEFAP ELIGIBILITY

Ms. DELAURO. TEFAP, by the way, goes to people who are not
eligible for food stamps. Is that correct?

Mr. CONCANNON. No. Actually, TEFAP can—is pretty broad eligi-
bility.

Ms. DELAURO. Okay.
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Mr. CONCANNON. It goes to both—there is a major story today in
the paper about working Americans having to go to food banks to
iget ‘ihrough the month. So people are struggling at all these income
evels.

But to your TEFAP question, the budget proposes $248 million
in TEFAP in our standard allocation to them. What I cannot tell
you at this point is how much market support—because more than
half of that $600 million last year came from purchases over the
course of the year for market support in dairy or other parts of the
farm economy that were producing, and the USDA bought commod-
ities and they went out into the food bank system. I do not know
what those numbers will be, because we have to see how the ag
economy fares over the course of the year.

Ms. KAPTUR. Well, we know it is more expensive.

Mr. CONCANNON. I am sure it is—1I just don’t know——

Ms. KAPTUR. Excuse me, sir. We know it is more expensive. Food
prices are skyrocketing.

Mr. CONCANNON. Going up.

Mr. KINGSTON. We have our three-minute warning.

Ms. Paradis, do you want to say anything? We don’t want to give
you this——

Ms. PARADIS. You are very kind, Mr. Chairman. Thank you. I
would like to say what an honor and a privilege it has been to
serve the American people for 31 years, both at the Department
and at the House Agriculture Committee.

Mr. KINGSTON. It has been an honor for us to work with someone
of your caliber. We do not always agree, that is not what we came
to town to do. But we are always in agreement that this is the
greatest country in the world, we need to move forward, and we
need to share our vision.

And so, it is just great that people like you are willing to spend
31 years in service to the U.S. Government. And with that, let us
give you a standing ovation.

Ms. PARADIS. Oh, thank you.

Mr. KINGSTON. And, Mr. Concannon, you can live one more year
through this stuff. [Laughter.]

Mr. KINGSTON. And with that, the committee stands adjourned.
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Questions Subnitted by
Mr. Kingston

ANY SAVINGS PROPOSED IN FY 20127

Mr. Kingston: There is bi-partisan support for providing a short-term
food safety net to low-income Americans in greatest need and we greatly
appreciate the valuable services provided by your agencies. However, the
cost of these programs continues to sky-rocket. Granted, there is a strong
correlation between the participation in these programs and the current
economy, put we must figure ocut a way to control costs. In recent months,
both parties have discussed the need to look at every federal program,
including the cost of Medicaid, Medicare and social security.

This is our tenth hearing so far to review the FY 2012 President’s Budget and
we have one more next week. With the possible exception of the Commodity
Futures Trading Commission, each mission area and the Food and Drug
Administration has proposed some offsetting reductions to help pay for
requested increases.

While this mission area’s budget accounts for exactly 75 percent of this
bill's FY 2012 request, I do not see any serious attempts to contain
spending. In a review of the FNCS mission area, I have found only four
proposed decreases even though your testimony talks about USDA's “difficult
cuts to important programs to reduce the deficit.” Of your four proposed
cuts, I see $1 millicn for the School Garden Plot; -a $10.5 million reduction
for a project to Social Security data in the SNAP program; and $6 million for
TEFAP Infrastructure Grants that were supposed to be available for only one
year in the first place.

Can you explain to the Subcommittee how your USDA mission area - probably one

of the largest in the federal government - is doing to find savings or reduce
costs beyond these four meager proposals?

Response: It is worthwhile to note that Federal nutrition programs
administered by USDA are already providing substantial savings to the
American taxpayer. Last year, three significant reductions in nutrition
spending were enacted by Congress. Section 203 of P.L. 111-226 and section
442 of P.L. 111-296 reduced future spending for the Supplemental Nutrition
Assistance Program (SNAP) by roughly $11.9 and $2.5 billion over ten years,
respectively, according to the Congressional Budget Office. Additionally,
section 241 of P.L. 111-296 included $1.3 billion in savings from the
nutrition education component of SNAP., USDA’s ongoing responsibilities to
implement this provision in accordance with the law will ensure that these
savings are realized. Thus, SNAP spending was reduced by $11.9 billion in
addition to the SNAP cuts that were used as offsets for Child Nutrition
reauthorization. Finally, it should be noted that SNAP spending will
automatically decrease as the economy improves and employment increases.

The budget request for the nutrition assistance programs reflects the
difficult circumstances that we face, but also the critical importance and
proven effectiveness of these programs.

As the Secretary noted, USDA’s budget request 1s designed to properly
manage deficit reduction, while preserving the values that matter to
Americans by focusing limited resources on programs where we can achieve the
greatest impact. Tt promotes good government and streamlines agency
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operations in a host of programs, proposes to reduce or terminate selected
programs, and fulfills the President's pledge to completely eliminate
earmarks.

At the same time, there are still many families in need in this
recovering economy. Unemployment has fallen substantially from its peak in
2009, but remains unacceptably high at 8.9 percent as of February 2011. The
poverty rate in 2009 was 14.3 percent, the highest rate since 1994, and
reflecting the largest number of people in poverty in the 51 years for which
poverty estimates are available. Demand for the nutrition assistance
programs remains high, with over 44 million people receiving SNAP benefits -
21 million of them children - and participation in the school meals programs
remains at near-record levels, with about 32 million children receiving a
meal through the National School Lunch Program on an average school day, and
two out of three served free or at a reduced price.

These sobering statistics underscore the fact that these nutrition
assistance programs have never been more important to our Nation. Our budget
reflects that reality, fully funding the expected requirements for the
Department's three major nutrition assistance programs - WIC, the National
School Lunch Program, and SNAP. The Budget makes targeted investments to
improve the effectiveness of these programs in reaching eligible people, and
promoting healthy diets.

NUTRITION ASSISTANCE AND EDUCATION
Mr. Kingston: Please provide a list of all Federal Programs that
provide nutrition assistance and nutrition education to the public as well as
the Agency providing those services and their respective budgetary resources
for FY 2010 and estimated FY 2011 and estimated 2012.

Response: The information is provided for the record.

[The information follows:]
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Federal Nutrition Assi € Programs
Estimated Obligations (Millions)
Agency Program FY 2010 FY 2011 FY 2012
Actual Estimate Estimate
USDA FNS | Child Nutrition Programs
School Meals $13,847 $14,754 $15,649
Child and Aduit Care Food Program 2,583 2,693 2,818
Summer Food Service Program 374 376 401
WIC Program 7,245 7,658 7,571
Supptemental Nutrition Assistance Program (SNAP) 68,605 75,835 77,776
Food Distribution Program on Indian Reservations {(FOPIR) 114 97 103
Nutrition Assistance for Puerto Rico {NAP) 2,001 2,001 2,001
American Samoa 6 8 8
Commonwealith of the Northern Mariana Islands (CNMI) 12 12 12
Community Food Projects 5 5 5
Commodity Supplementat Food Program (CSFP) 182 193 177
Farmers’ Market Nutrition Program 22 20 20
Seniors Farmers' Market Nutrition Program 22 21 21
The Emergency Food Assistance Program (TEFAP} 298 297 299
Pacific Istand and Disaster Assistance 1 1 1
Center for Nutrition Policy and Promotion 7 7 7
Total, USDA FNS 95,324 103,879 106,869
DHHS AoA | Congregate Nutrition Services for the elderly 441 441 441
Home-Delivered Nutrition Services for the elderly 218 218 218
Nutrition Services Incentive Program for the elderly 158 161 161
Native American Nutrition and Supportive Services for the elderly 28 28 28
Total, DHHS AocA 845 848 848
DHS FEMA | Emergency Food and Shelter 200 200 100
TOTAL $96,369 $105,027 $107.817

NUTRITION ASSISTANCE PROGRAM

Mr. Kingston: How do the 18 or more nutrition assistance programs
across the Federal Government coordinate activities and seek the
efficiency in ensuring that the most resources possible goes toward
participants and less on administrative overhead and potential du
efforts? Can this coordination be improved to increase efficiency an
reduce costs?

Response: While the Department seeks to support the effective
administration of each program individually, many of our administrative
efforts are designed to improve coordination across programs and with other
Federal agencies to achieve shared goals and cutcomes as efficiently as
possible. This includes promoting policy and operational changes that
streamline application and certification processes; enforcing rules that
prevent simultaneous participation in programs with similar benefits or
target audiences; and reviewing and monitoring program operations to minimize
waste and error.
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For example, we are promoting wider use of direct certification, which
uses certification information from the Supplemental Nutrition Assistance
Program {SNAP)} and other means-tested programs to enable low-income children
to receive free school meals without their families having to complete - and
schools having to process - a paper application, increasing administrative
efficiency and reducing burden for families. The Healthy, Hunger-Free Kids
Act of 2010 authorized and funded a major demonstration project to test the
effectiveness of direct certification using Medicaid enrollment data in
simplifying access to school meals.

Similarly, USDA seeks to coordinate with other Federal agencies and
departments to improve efficiency and effectiveness. For example, we are
working with the Department of Health and Human Services agencies on reform
of the advanced planning document process, Children’s Health Insurance
Program eligibility, nutrition education and programs through the First
Lady’'s Let’s Move! Campaign and development of a model joint application for
SNAP and Medicaid. These kinds of initiatives help improve consistency
between Federal programs and maximize the impact of the Federal investment in
these programs.

Finally, FNS has seen a significant reduction in its workforce over the
decades at the same time that it has continued to oversee a significant
budget and has taken on new regulatory responsibilities, many of which are
the result of congressional mandates. Coordination of activities to ensure
an efficient allccation of resources and reduction of administrative overhead
is not just a goal that we strive towards, it i1s also a necessity.

OPENING UP ELIGIBILITY FOR FOOD NUTRITION PROGRAMS

Mr. Kingston: As your testimony points out, the nutrition assistance
programs are designed to respond “.to the needs of the hardest-hit
households”, especially during this economic downturn. I am concerned that
USDA is expanding eligibility well beyond those hardest hit or beyond their

intended audiences. For example, the WIC program is designed to serve those
Women, Infants and Children who have incomes “at or below 185 percent of the
U.S. Poverty Income Guidelines.” However, it appears that USDA is making

wider use of direct certification or categorical eligibility for many or most
nutrition assistance programs.

If this is the case, is it true that many of the participants in nutrition
assistance programs could gain eligibility at 300 percent or less of the
poverty level?

Response: Today, in accordance with the Food and Nutrition Act and
Federal regulations related to categorical eligibility, and State Temporary
Assistance to Needy Families (TANF) programs that have been implemented, a
household cannot gain eligibility for the Supplemental Nutrition Assistance
Program (SNAP) if it has gross income above 200 percent of the Federal
Poverty Guidelines (FPG).

Forty-two States have implemented a policy option called broad-based
categorical eligikility (BBCE) that allows most households to be
categorically eligible for SNAP if they receive a TANF benefit or serxrvice.
Under this policy, the TANF program used to confer categorical eligibility
limits household gross income to no more than 200 percent of the FPG.
Households must meet the TANF program’s gross income limit in order to be
categorically eligible for SNAP. Most States use TANF programs that have
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gross income limits below 185 percent. Only 11 States use TANF programs that
have a gross income limit of 200 percent. While a household may be eligible
for SNAP at 200 percent of the FPG, few will realize a meaningful benefit.

Households must still have a net income that qualifies them for any benefits.

BBCE has not led to higher-income households receiving SNAP benefits.
In FY 2009 when 29 States had implemented BBCE, only 2.3 percent of SNAP
participants lived in househclds that exceeded the Federal SNAP income limits
(130 percent of FPG gross income, 100 percent of FPG net income). Less than
cne percent of total benefits were received by these households.

Regarding the WIC Program, the latest data, from 2008, shows that only
about 0.4 percent of participants have reported income greater than 250
percent of the Federal poverty level as a result of adjunctive eligibility,
whereby & participant in ancother means-tested program is automatically
eligible for WIC. Only seven States have Medicaid (or CHIP-funded Medicaid)
income eligibility limits up to 300 percent of poverty, so only WIC
participants from those States could potentially have income greater than 250
percent of poverty and still qualify for the program through adjunctive
eligibility. Those States include: Hawaii, Iowa, Maryland, New Hampshire,
Rhede Island, Wisconsin and the District of Columbia.

Mr. Kingston: What steps has the Department taken to make sure that
the WIC program is focusing its resources on serving only those nutritionally
at-risk low income mothers and children that the program was designed to
serve - i.e., those with incomes of 185 percent of the Federal Poverty Level
or lower?

Response: All WIC State agencies require documentation of income,
except as permitted by WIC legislation and regulations. FNS managemen
evaluations of State agencies include on-site reviews of local agency
certification procedures to ensure that the income documentation reguirements
of the regulations are in fact being enforced.

To be income eligible for the WIC Program, a categorically eligible
individual (pregnant, postpartum or breastfeeding woman, or an infant or
child up to age 5) must: {1) have a family income level that is at or below
185 percent of the poverty income guidelines; or, (2) be determined
auvtomatically income eligible based on the individual’s, or certain family
member’s, eligibility for participation in the SNAP, Temporary Assistance for
Needy Families, or the Medicaid Programs. Generally, gross income must be
used when assessing income eligibility, except where certain benefits or
paynments are excluded by law.

Mr. Kingston: Can people with household incomes higher than 185
percent of the Federal Poverty Level come into the WIC program through
Medicaid adjunctive eligibility without income verification and what
administrative actions can the Department take to make sure only those
Medicaid recipients with incomes below 185 percent FPL are enrolled in WIC?

If so, can you confirm that a four person family could quality for USDA’s

Would support for families with these income levels meet the intent of the
program?
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Response: Through Public Law 105-33, Congress provided States the
option to expand their Medicaid Programs using eligibility guidelines above
WIC’s income guidelines of 185 percent of the Federal Poverty Guidelines.
Consequently, and in an effort to simplify the WIC application process,
Congress amended WIC’s authorizing legislation to allow individuals
participating in, or certified for, Medicaid, Temporary Assistance for Needy
Families (TANF), or Food Stamps (now known as the Supplemental Nutrition
Assistance Program (SNAP)) to be deemed “adjunctively” income eligible to
receive WIC benefits without requiring a more lengthy income eligibility
assessment. WIC State agencies do require applicants to provide
documentation of their eligibility for the program that makes them income
eligible {(Medicaid, SNAP, or TANF).

The current maximum household income for WIC eligibility is $40,793 for
a family of four. In accordance with current law, effective July 1, 2011
through June 30, 2012, this amount will be adjusted to account for increases
in the cost of living and increase to $41,348. The Child Nutrition Act of
1966, as amended, provides WIC State agencies the option to implement the
revised income eligibility guidelines concurrently with the implementation of
annual income eligibility guidelines under the Medicaid Program. Individual
States have the option to establish their own Medicaid income eligibility
guidelines.

The Medicaid income standard for children up to age 6 is 133 percent of
the Federal Poverty Level (FPL), but States may be approved in certain
circumstances to use higher income standards (for example, demonstration
waivers are authorized under Section 1115 of the Social Security Act). If a
State agency is approved under Medicaid to use a standard that is 300 percent
of the FPL, it is possible a family of four with an annual income of $67,050
could be deemed adjunctively income eligible for WIC. Making WIC benefits
available for such families would be in compliance with the law.

ECONOMIC BENEFITS OF SNAP

Mr. Kingston: USDA has made the following statement with regard to
SNAP benefits: “Research shows that every $5 in new SNAP benefits generates
as much as $9.00 in economic activity.” Please provide the citation
supporting this claim and provide a copy of the research documents for the
record.

Does the Department believe that absent increased spending on SNAP benefits
that this multiplier or level of economic activity generated from SNAP would
not exist elsewhere?

Can one argue that the increased economic activity associated with SNAP
benefits is also an added cost to economy to execute this program?

Response: The multiplier 1is determined by measuring heightened economic
activity as a result of an increase in SNAP benefits. The model traces not
cnly an increase in food spending but also includes increases in spending in
other economic sectors that result when some of the SNAP increase substitutes
for cash food expenditures.

One can argue that the increased economic activity associated with SNAP
benefits is also an added cost to the economy. The author (of the report
cited) traces situations where the multiplier impact would be smaller. For
example, the stimulus could lead to rising real interest rates thus reducing
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investments. However, any ecconomic activity aimed at stimulating the economy
would have had the same result. During the recent recession interest,
interest rates remained low and its affect on the multiplier would have been
minimal.

See the following report for additional detail: Hanson, Kenneth. The
Food Assistance National Input-Output Multiplier (FANIOM) Model and Stimulus
Effects of SNAP. ERR-103. U.S. Department of Agriculture, Economic Research
Service. October 2010, available on the web at
http://www.ers.usda.gov/Publications/ERRIC3/ERR1IO03.pdf. A copy of the report
is enclosed.

{The information follows:]
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Abstract

USDA’s Economic Research Service uses the Food Assistance National Input-Qutput
Multiplier (FANIOM) model to represent and measure linkages between USDA’s
domestic food assistance programs, agriculture, and the U.S. economy. This report
describes the data sources and the underlying assumptions and structure of the FANIOM
model and illustrates its use to estimate the multiplier effects from benefits issued under
the Supplemental Nutrition Assistance Program (SNAP, formerly the Food Stamp
Prograrn). During an economic downturn, an increase in SNAP benefits provides a fiscal
stimulus to the economy through a multiplier process. The report also examines the
different types of multipliers for different economic variables that are estimated by input-
output multiplier and macroeconomic models and considers alternative estimates of the
jobs impact. FANIOM's GDP multiplier of 1.79 for SNAP benefits is comparable with
multipliers from some macroeconomic models.
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Summary

USDA’s Economic Research Service uses the Food Assistance National
Input-Output Multiplier (FANIOM) model to represent and measure link-
ages between USDA’s domestic food assistance programs, agriculture, and
the U.S. economy. This report describes the data sources and the underlying
assumptions and structure of the FANIOM model and illustrates its use to
estimate the muitiplier effects from benefits issued under the Supplemental
Nutrition Assistance Program (SNAP, formerly the Food Stamp Program).

What Is the Issue?

An increase in SNAP benefits provides a fiscal stimulus to the economy
during an economic downturn. When resources are underemployed, the
increase in SNAP benefits starts a multiplier process in which inter-industry
transactions and induced consumption effects lead to an economic impact
that is greater than the initial stimulus. An input-output multiplier (1OM)
model, such as FANIOM, tracks and measures this multiplier process.

IOM and macroeconomic models bave been used for assessing the multi-
plier effects from government expenditures authorized under the American
Recovery and Reinvestment Act of 2009 (ARRA), a Federal response to the
recession that began in 2008. There is potential for confusion and misinter-
pretation of reported multiplier effects from different models. This report
clarifies differences in model assumptions and multipliers. It examines the
different types of multipliers for different economic variables that are esti-
mated by IOM and macroeconomic models, and considers alternative esti-
mates of the jobs impact.

What Did the Study Find?

FANIOM provides a framework for calculating different types of multipliers
for different variables at the national level. Multipliers are calculated for
production, GDP, and employment, and they are adjusted to domestic market
effects by netting out the share of new demand met by imports. A type I
multiplier includes the direct and indirect effects from a fiscal stimulus, while
a type IT multiplier also includes the induced effects from the labor income
and the type III multiplier also includes the induced effects from capital
income.

The type 11 GDP multiplier is the appropriate multiplier for assessing the
impact of government expenditures on economic activity (GDP and produc-
tion) during an economic downturn. The type I employment multiplier (with
import adjustment) is the appropriate multiplier for assessing the jobs impact
from government expenditures. The jobs impacts from the FANIOM model
for the type II and type III multipliers are consistent with other input-output
multiplier models, but higher than estimates from macroeconomic models
and from empirical analysis of data on the quarter-to-quarter change in
employment relative 1o a change in GDP.
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The FANIOM analysis of SNAP benefits as a fiscal stimulus finds that:

» An increase of $1 billion in SNAP expenditures is estimated to increase
economic activity (GDP) by $1.79 billion. In other words, every $3 in
new SNAP benefits generates as much as $9 of economic activity. This
multiplier estimate replaces a similar but older estimate of $1.84 billion
reported in Hanson and Golan (2002).

» The jobs impact estimates from FANIOM range from 8,900 to 17,900
full-time-equivalent jobs plus self-employed for a $1-billion increase in
SNAP benefits. The preferred jobs impact estimates are the 8,900 full-
time equivalent jobs plus self-employed or the 9,800 full-time and part-
time jobs plus self-employed from $1 billion of SNAP benefits (type 1
multiplier).

« Imports reduce the impact of the multiplier effects on the domestic
economy by about 12 percent.

How Was the Study Conducted?

At the core of the FANIOM model are data from the U.S. Bureau of
Fconomic Analysis (BEA), Benchmark Input-Output Accounts for 2002,
Data from BEA National Income and Product Accounts are used to specify
the induced effects from household income (labor and capital). Employment
data from the U.S. Bureau of Labor Statistics, U.S. Bureau of Economic
Analysis, and U.S. Department of Agriculture are used in estimating the jobs
impact. The GAMS software was used to calculate the FANIOM multipliers.
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Introduction

USDA’s Economic Research Service uses the Food Assistance National
Input-Output Multiplier (FANIOM) model to represent and measure link-
ages between USDA’s domestic food assistance programs, agriculture, and
the U.S. economy. This report describes the data sources and the underlying
assumptions and structure of the FANIOM model and illustrates its use to
estimate the multiplier effects from benefits issued under the Supplemental
Nutrition Assistance Program (SNAP, formerly the Food Stamp Program).
The report also examines the different types of multipliers for different
economic variables that are estimated by input-output multiplier JOM)
and macroeconomic models and considers alternative estimates of the jobs
impact.

An increase in SNAP benefits provides a fiscal stimulus to the economy
during an economic downturn. When resources are underemployed, the
increase in SNAP benefits starts 2 multiplier process in which inter-induastry
transactions and induced consumption effects lead to an economic impact
that is greater than the initial stimulus. An IOM model, such as FANIOM,
tracks and measures this multiplier process.

IOM and macroeconomic models have been used for assessing the multi-
plier effects from government expenditures authorized under the American
Recovery and Reinvestment Act of 2009 (ARRA), a Federal response to
the 2008 recession. There is potential for confusion and misinterpretation
of reported multiplier effects from different models. Confusion can occur in
regard to different types of multipliers and multipliers for different economic
variables. Furthermore, different assumptions underlying IOM models and
macroeconomic models can lead to multiplier effects that can be equivalent
or widely different. The comparison and interpretation of model results can
be difficult, This report clarifies these differences in model assumptions and
multipliers.

Chapter 2 describes the FANIOM model and how it can be used to analyze
the multipHer effects from an increase in SNAP benefits (government expen-
diture). Chapter 3 describes the different economic variables for which
multipliers are calculated, describes the different types of multipliers, and
calculates them for SNAP benefits. Chapter 4 compares the multiplier effects
from an IOM model with those from several macroeconomic models and
discusses some issues in reconciling the jobs impact estimates between these
two types of models. Chapter 5 describes the conditions associated with an
economic downturn that enable government expenditures to work as a fiscal
stimulus, and examines the limitations in using an IOM model for analyzing
the multiplier effects from government expenditures as a fiscal stimulus.

1
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An Input-Output Multiplier (IOM) Model

Different economic models can be used for multiplier analysis of government
expenditures (see box, “Historical Digression on the Roots of Multiplier
Models™). While this report emphasizes the use of an IOM model, it extends
the model to be equivalent to a social accounting matrix (SAM) multiplier
mode] and compares the multiplier effects from an IOM model with those
from macroeconomic models.

Food Assistance National Input-Output
Multtiplier (FANIOM) Model

USDA-ERS developed the Food Assistance National Input-Output Multiplier
(FANIOM) model to assess the economywide and sector effects of U.S.
domestic food assistance programs. While the FANIOM model described in
this report is tailored to analyze the multiplier effects of SNAP benefits at the
national level, it can also be used to analyze the effects of other exogenous
changes at the national level.!

The FANIOM model is based on two primary sources of data: 2002
Benchmark Input-Output Accounts and National Income and Product
Accounts (NIPA). The U.S. Bureau of Economic Analysis (BEA) provides
both sets of data. Annual NIPA data are used in the model to specify the
income flows from industry to households and from households to consumer
expenditures, which involve specification of various tax and savings rates
that are not included in the input-output accounts. Merging NIPA data
with the input-output accounts creates a Social Accounting Matrix (SAM)
and allows the IOM model to calculate the induced effects and estimate
the equivalent of a SAM multiplier. Calculation of the induced effects is
discussed in context of the multiplier types.

The FANIOM model also involves data on employment (or jobs) by industry.
Various measures of employment are included in the model’s database.
These include the number of full-time plus part-time jobs (FTPT-jobs),
full-time equivalent jobs (FTE-jobs), production workers (prod-jobs), and
self-employed (self-employed). (See appendix 1 for details about the sources
of employment data.) Combinations of these employment measures can be
used. For analysis related to agriculture, it is important to include the self-
employed since they make up a large share of the total labor force in the
industry and they can adjust their hours of work on the farm. The jobs impact
measures in this report are the FTE-jobs plus self-employed, and the FTPT-
jobs plus self-employed.

The Benchmark Input-Output Accounts used by the FANIOM model are
annual data prepared at 5-year intervals, based on data from the Economic
Census (Stewart et al., 2007). The most recent benchmark account is

for 2002, with 426 industries producing 428 commodities (or goods and
services), with many industries and commodities defined at the 6-digit
NAICS (North American Industry Classification System) level. The number
of commodities closely corresponds to the number of industries (groups of
firms that produce similar commodities). The term “sector” is sometimes
used as a proxy for commodities and industries, and the term “goods and

2

*Hanson and Oliveira (2009) used the
model to examine the impact of WIC
on agriculture, Hanson (2003) used an
carlier version of the model to examine
the impact of the school meal programs
on agriculture, and Hanson and Golan
(2002) used an earlier version of the
model to assess the multiplier effects of
food stamps.
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Historical Digression on the Roots of Multiplier Models

The description and derivation of the multiplier as-an economic process has
its roots in‘the development of several économic models.: First, in response
to'the Great Depression (1929-1933), Kahrr (1931) and Keynes (1936)
developed the: aggrégate/macroecononﬁc aultiplier to explain how govern-
mient interventions during a recession can stimulate the economy. An exten-
sive carly literatire dxscussmg the. aggregate multiplier process inctudes
Samuelson’s (1940) “Theory of Pump-Priming” and Machiup’s 1939
discussion of its temporal dimension. Following the Great Depression;
measirement of national income and the effect of fiscal policy on it were
of keen interest (Clark, 1938; Samuelson,; 1942; Hansen; 1951).

An aggregate ‘multiplier process is embedded in a mactoeconomic fore-
casting model to'some extent, depending on the underlying agsumptions
about agent behaviorand market adjustment to dlsethbnum between

ed o ana]yze fiscal'stimulus
they continued to be used but

of macro-économetric models arose where agents are forward looking, and
maikets:adjust qmckly and full sequilibrium despite potential market
imperfections (Diebold, 1998; Mankiw, 2006; ‘Woodford, 2009). Under the
new paradigms; the mulnpher effects om fiscal policy are dampened if not
negated. ‘The recession that started in 2008 has brought back an interest in
multiplier effects fromia ﬁscal stimulus

Asecond model of the muIttpl' r - process.is based on the input-output -
accourits developed by Leontief (1936, 1986).. An input-output multiplier
model inchudes the direct and indirect effects of 4 change in demand on
industry production. It can also mclude the induced effects from the addi-
tional expenditures generated by the increased income to households. Moore
(1955) and Moore and Petersen (1955) are arly applications of input-
output multiplier analysis; looking at the impact of a change in industry
demand o ‘aregional economy. Mlemyk (1965) published what hias become
a classic on:input-output analysis that introduced the terminology of Type

1 and Type Il multipliers, and which treats the induced effects of the input-
output multiplier as equivalent to the aggregate multiplier. Miller and Blair
(1985) published a classic textbook on input-output nalysis, which discusses
the different types of multipliers, as does Hewings (1985).

The Social Accounting Matrix (SAM) multiplier is & third model of the
multiplier process. A SAM expands upon the input-output accounts by
fully integrating a nation’s'National Incorne ‘and Product Accounts with
the input-output accounts; which involves:accounting for taxes and savings
and other inter-institutional income flows: Early development of the SAM
multiplier is found in the work of Pyatt and Round (1979) and Defourmny
and Thorbecke (1984), and recent summaries in Pyatt (2001) and-Robinson
(2006).. IMPLAN (2010) provides a datassoftware package that applies a
SAM:type multiplier sitnilar to-one developed in this report. Holland and
Wryeth (1993) discuss moving from ‘an input-output type II to a SAM-type
1 multiplier.
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services” is used interchangeably with the term “commodities.” (For more
information about the structure and content of the input-output accounts, see
box, “Commodity and Income Flows in the Input-Output Accounts.”)

Annual input-output accounts through 2008 have been prepared by the U.S.
Bureau of Economic Analysis (2010a). They reduce the detailed farm and
food processing sectors of the benchmark accounts to one sector each, which
limits their usefulness for studying the economic impacts on food and farm
sectors. Therefore, the FANIOM model makes use of less recent 2002 data to
achieve the industrial detail for studying the effect of Federal food assistance
programs.

The U.S. Bureau of Labor Statistics (2009b) has developed annual input-
output accounts through 2008 based on the 2002 benchmark accounts. The
accounts are used to project the employment requirements for 202 industries
10 years info the future.? For analysis related to farm and food issues, this set
of accounts disaggregates food processing reasonably well (though less than
the benchmark accounts), but it only disaggregates agriculture into crop and
livestock sectors. Methods exist to disaggregate more recent but more aggre-
gated input-output accounts using older but more disaggregated accounts
(Jackson and Comer, 1993). Future work may pursue this data development
to clarify whether the new data base is worthwhile in the sense of more
accurate impact estimates that are significantly different at the national level.
Using such a method to create a more recent disaggregated input-output
account would add to the cost of developing and updating the model.

More recent detailed input-output accounts and models for multiplier
analysis have been developed for 2008 by the Minnesota IMPLAN Group,
Inc. (2010, noted subsequently as IMPLAN) and by the U.S. Bureau of
Economic Analysis (2010b, noted subsequently as RIMS II) for 2007/08
using various procedures and data to update the 2002 benchmark input-
output accounts. Both IMPLAN and RIMS 1I are designed to be used at the
State or county level, so multipliers may be more strongly affected by the
year of data as businesses come and go from a region. Use of IMPLAN and
RIMS 1I entail a monetary cost. With IMPLAN, a user purchases the data
and software to conduct the multiplier analysis independently. With RIMS
11, a user purchases specific multipliers. Though the analysis in this report
could be done with IMPLAN, USDA-ERS has chosen to develop a national
1OM model that is easy to maintain (low cost), does not require significant
data updating, can be easily used for other types of multiplier analysis at the
national level, and can serve as a teaching tool.

FANIOM, like other IOM models, is a system of linear simultaneous equa-
tions. Model parameters are specified as average coefficients from annual
data for 2002. Derivation of the multipliers is an exercise of comparative
statics; given an exogenous change, the model determines the new levels
of economic activity consistent with that change. The process by which

the economy adjusts to the new equilibrium level of economic activity

is not modeled (see box, “Timeframe for Multiplier Process to Work™).
The comparative static solution to an JOM model is traditionally found by
matrix inversion of the system of linear simultaneous equations (Miller and
Blair, 1985). Rather than using matrix inversion to calculate multipliers,
the FANIOM model is solved as a system of simultaneous equations using

4

2These accounts include a “domes-
tic employment requirement table” to
estimate the jobs impact for a change
in final demand, such as exports or
personal consumption expenditures,
which this report compares to FANIOM
estimates.
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income Flows in utput Accounts

The input-output accounts describe the flow of commodities from the indus-

tries that produce them to the industries that use them as inputs in production

and to:final: demand “The inter-industry commodny flows are an essential
process.: They are the basxs from which an mcrease

structures and as residential construction; invemory chanige, and exports
to the restof the ‘world‘ - Imports are. tr‘eated asa negative component of

y, be it mdusuy or final demand; purchase the
same share of the omestxcally produced commodity and imports of that
sha:e by commodxty has an xmpact on the multiplier

are the income payments for.the purchase of the cormmod-
ities, which: i emledxate ‘Cost of prodiiction.: To fully specify the cost
of productio by indilstry, the. 'nput gutputaccounts also include industry
payments to factors of pro on in the form of employee compensation
(labor income) and operating surplus (capital income): Labor income is a
gross measure of labor income to hired workers that includes the employer
arid employee contributions for social insurance (social security and
Medicare). Capital income is one value for each industry in the 1nput~output
accoimts; but in NIPA it includes intérest payments, dividends, rent, propri-
etors’ inicome; retained leatnings, profit tax, and depréciation. For consis-
tenicy with mcludmg the self-employed as part of the employment measure,
propriétors’ income is: reallocated from Gapital i inconié. to labor income.
Appendix 2 discusses how proprietors’ income'is réallocated. ‘Interest,
dividends, and rent are treated as the capital inicome that households receive
as a-returni to:ownership of financial assets and propeity: Excise and sales
taxes plus import tariffs less subsidies to industry are treated as an additional
component of factor payments to derive industry value added as the sum
of factor payments. Government révenue from these taxes will increase as
expenditures on commodities increase. Due to issues about the treatment of
excise and sales taxes in the input-output accounts, estitnating the increase
in goveriment revenue generated from these taxes in the multiplier process
is unreliable: :

Another feature of the input-output accounts is that all commodity
purchases; as:intérmediate 'or final demand, are recorded in the accounts at
producer prices. - But the purchase of a commodity may also involve retail
trade; wholesale frade, 'and transportation margins for the service industries
that deliver the commodity from the producer to the pirchaser. The trade
and transportation margins by commodity are maintained separately in the
accounits, and can be used to calculate commodity expenditures in purchaser
prices.. In-deriving the multxpher effects fora change in consumer expendi-
tures it is important to specify the change in expenditures for cornmoditiss in
purchaser prices (value at the retail outlet) and conivert that intoa change in
expenditures for -conmmodities in producer prices (value at the factory gate),
plus'achange in the expendxtures on trade and fransportation services.
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The multiplier ¢ffects on economic activity occur over time, There is no”
definitive analysis about how long it takes for the full multiplier effects to
occur:: Still, it 1s possible to provide some guidance on the timeframe for the
economic effects from the multiplier process to occur. ‘The initial increase in
expenditures by SNAP recipients has a direct effect on the economic activity
of the producers of the goods and services purchased, retail establishraents,
and the wholesale and transportation systems. These effects will occur
quickly, particularly for SNAP benefits as recipients spend them during

the month: that they receive them. The producer of the goods and services
may:not respond as'quickly to the direct effect by increasing production if
inventories aré plentiful. Consequently, the short-term effectiveness of a
fiscal stimules will depend on inventory levels. If inventories are’Tow, the
producer will increase production during the current or next month following
-the expenditures and will order new inputs, The new input orders will
‘stimulate; production by the industries that make them; generating the next
round of the multiplier process and the first round of indirect effects: The
new input orders are likely o occur during the same ‘quarter as the initial
expenditure:

Algo-occurring during this first quarter in response to the direct effects and
initial indirect effects is an increase in labor income for the directly affected
industries and their input-suppliers: A first round of induced effects-on
economic activity is generated from the additional labor income. These |
“occur as households receive their paychecks, which will happen during the
first quarter: Less clear is when the induced effects from capital income
ocenr; but they ‘are more likely to occur later than the induced effects from
Iabor income, as households receive capital income léss quickly and less
“often than wages.

The direct effects and initial rounds of indirect and induced effects will argu-
ably occur quickly and most probably during the first quarter of the initial
expenditures. The subsequent rounds of indirect and induced effects take
place'sequentially over time,” Though empirical evidence does not exist, to
puit some bounds on the timeframe it seems reasonable to argue that each
round of effects will take an additional quarter. Thus, within a year, four
rounds of indirect and induced effects will likely occur. So what percent of |
the multiplier process is accounted for by the direct effects and four rounds
of indirect and induced effects? One response to this question is from the
input-output method of taking a power series approximation to the inverse
of the: (I-A) matrix (Miller and Blair, 1985, pp. 22-24; Hewings, 1985, p.
14). Each round of induced economic effects from the multiplier process

is ¢quivalent to adding an additional term in the power series. A feature of
a power series is that the impact of each additional term is reduced expo-
nentially.. “In many applications it has been found that after about 7 rounds
of indirect effects the impact is insignificantly different from zero. So, it is
possible to capture most of the effects associated with a given final demand
by using the first few terms in the power series.” By four rounds in the first
year, it is reasonable to claim that 75 percent of the multiplier effects will
have been accounted for.
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an optimizing algorithm in the GAMS software (Brooke et al., 1992). For a
linear IOM model, the solution will be robust to the solution method, be it
matrix inversion or optimization. A benefit of using GAMS is that the IOM
model is specified as a system of algebraic equations, which is a flexible
means of developing modifications to a traditional IOM model, particularly
related to the induced effects. Other authors have preferred to use alternative
matrix decompositions to achieve the same end (Pyatt and Round, 1979).
Appendix 3 provides a technical description of the FANIOM model.

FANIOM is a partial-equilibrium, static model of the U.S. economy. By

its nature, the model is unable to capture all economywide irapacts of any
program, such as opportunity costs of the government expenditures or the
implications of the revenue sources. The report does discuss how macroeco-
nomic models have addressed stimuli programs and their potential implica-
tions on future interest rates, inflation, and household expectations

and behavior.

Exogenous Shock to an IOM Model
From Government Expenditures

Translating government expenditures as a fiscal stimulus into an exogenous
shock to the IOM model is a critical step in using an IOM model to estimate
the muliiplier effects. How to do this is specific to the type of expenditure
or the type of project/program that is funded. For instance, investment into
infrastructure is an increase in government demand for construction activity;
extension of unemployment insurance benefits is a transfer to households;
and general aid to States can be used in many ways such as funding educa-
tion, primarily teacher salaries.

When government expenditures go directly to households as transfers,
wages, or tax rebates, there is the issue of how much is spent, how much is
saved (or used to pay off debt), and how much is taxed. The higher a house-
hold’s income, the more likely some of it will be saved and taxed, which
reduces the multiplier effects from the expenditures. This is a reason to
carefully translate government expenditures into an exogenous change in
final demand.

This report focuses on government expenditures as SNAP benefits to low-
income households. SNAP is the Nation’s largest domestic putrition assis-
tance program for low-income Americans. In fiscal year (FY) 2009, the
program served 33.7 million Americans in an average month and issued
$50.4 billion of SNAP benefits over the year, including $4.3 billion from
ARRA legislation. As a means-tested entitlement program, SNAP automati-
cally responds to changing economic conditions, providing assistance to
more households during an economic downturn or recession and to fewer
households during an economic expansion (figs. 1 and 2). While SNAP is
an automatic fiscal stimulus, SNAP can also serve as a discretionary fiscal
stimulus, meaning that Congress can change the program in any given
year as economic conditions warrant. For example, as part of the govern-
ment economic stimulus package of 2009 (ARRA), Congress temporarily
increased the maximum benefit amounts to recipients by 13.6 percent (of
2009 levels). Increasing benefits to SNAP recipients provides a sudden
stimulus because SNAP recipients spend the benefits quickly and fully, An
7
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Figure 1
Annual SNAP caseload and unemployment rate, 1976-2008, with CBO projections for 2009-11
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Source: U.8. Department of Agriculture, Food and Nutrition Service; U.S. Bureau of Labor Statistics, Current Population Survey;
and Congressional Budget Office.
Figure 2
Annual SNAP benefits and unempioyment rate, 1976-2008, with CBO projections for 2009-11
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Source: U.S. Department of Agriculture, Food and Nutrition Service; U.S. Bureau of Labor Statistics, Current Population Survey,;
and Congressicnal Budget Office,

estimate of the expected increase in SNAP benefits in response to the 2008
recession—based on Congressional Budget Office (CBO) projections—is
presented in the box, “SNAP Response to the 2008 Recession.”

SNAP recipients use the benefits quickly and fully, with no effect on the
savings or taxes of the recipients. The issue is in translating the increase in
benefits into a change in consumer expenditures on goods and services. As
stipulated by program rules, recipients spend all the benefits on food at home,
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SNAP Response to the 2008 Recess
Congressmnal Budget of {CBO 2()093,5,(1) es métes or the expected

¢ additional benefits from an increase in
enefits from:a:13; 6-percent i increase inthe

’s gross, income léss deductions); The
ze (and whcthar a farmly resides in

1o houscholds’ benefits stamng in-April
stipulated that the “‘adjusted” maximum
il the June cost of the Thrifty Food Plan
(TFP), which rises thh food price inflation; exceeds this adjusted maximum
benefit amount; The cost of the June TFP is the usual basis for setting the
SNAP max:mum beneﬁts foran upcommg fiscal year,

Accordmg to CBO (2009d) cost pro_p sctions for ARRA the additional SNAP
benefits 1ssued dunng FY 2009 are estimated to be $4.812 billion. The esti-
i C scal year (Apnl through September), reflecting the
al benefits ate issued: For FY-2010, the additional
lion, decreasinig to $4.4 billion for FY 2011,
bﬂhon inFY 2013, and zero thereafter. The
estimated addmonal benefits from the ARRA get smalleras the benefits with
the adjusted maximum, beneﬁt i§ compared to the benefits that would be issued
without passage of ARRA given‘expected food price inflation:

Estimated additional SNAP benefits issued following the 2008
recession, 2008:13
3 ZQQB 2008 : 2010 2011 2012 2013 Sum

. $ biltion
Estithated additional L ‘
SNAP bensfits ‘ ;4‘.238 15,417 14.660 8.194 . 4.273. 1.839. 48421
From caseload "~ .
iRereuse . ‘4.238 19,605 8.602 . 3.832 ' 1.158 .. 0.000 28.435
From SNAP:

bensfit adjustment 0000 ‘4.812 8.058 4.36? 3.116 . 1.639 '19.986

Sotitce: CBO' (2009a,b,d) costestimates:
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but empirical research finds that recipients shift some cash income that was
being spent on food into nonfood expenditures upon receiving the benefits.
Consequently, food expenditures increase by only a percentage of the total
increase in benefits, while nonfood expenditures increase by the remaining
amount.

This report assumes that food expenditures increase by 26 percent of the
increase in SNAP benefits. Fraker (1990) and Fox et al. (2004) reviewed a
number of studies that estimated the effects of SNAP benefits on food expen-
ditures by households and the shifting of cash into nonfood expenditures.
Estimates ranged from 0.17 to 0.47, indicating that a $1 increase in SNAP
benefits would lead to additional food expenditures of between $0.17 and
$0.47. Estimates based on data after 1977 changes in the SNAP purchase
requirement range from 0.23 to 0.35. Levedahl (1995) estimates a marginal
propensity to consume food from SNAP benefits of 0.26, while Kramer-
LeBlanc et al. (1997) estimate a value of 0.35, and Breunig and Dasgupta
(2005) estimate a value of 0.30. These estimates are considered more
relevant to current program circumstances.

The increase in food-at-home expenditures is distributed among specific food
itemns using average food expenditure shares from the personal consump-
tion expenditure (PCE) data in the input-output accounts. Similarly, nonfood
expenditures are distributed among the nonfood goods and services in the
PCE data according to average shares of nonfood expenditures. The average
expenditure shares are calculated in purchaser prices, at retail, and then
converted to expenditures for goods and services at producer prices and for
trade and transportation services. These average shares for food and nonfood
expenditures are used to approximate what should be marginal expenditure
shares for an increase in expenditures from a change in SNAP benefits. This
use of average shares as marginal shares is typical of an IOM model but
could be a source of model misspecification. Households™ average use of
income may differ from how they spend an increase in income. Marginal
expenditure shares specified from econometrically estimated income elastici-
ties could be used to modify the FANIOM model. This would be a useful
extension of the model.
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Multiplier Effects from an Input-
Output Multiplier (1O0M) Model

There are a number of different types of multipliers that can be derived from
an TOM model and each type can be calculated for a number of economic
variables. This chapter clarifies the differences among these multipliers by
describing what they are and how they are calculated. Using the FANIOM
model, these multipliers are calculated for SNAP benefits.

Muttipliers for Three Economic Variables:
Production, GDP, and Employment

A “multiplier” is a ratio between changes in two economic variables, A
multiplier expresses the change in one economic variable that is endoge-
nous—i.e., determined within the framework of the model—as result of a
change in a second economic variable that is exogenous—i.e., determined
outside of the model. This study considers three endogenous variables of
economic activity: production, gross domestic product (GDP or value
added), and employment (jobs).?

Production is a measure of economic activity that corresponds to the cash
receipts or revenue from the sale of goods and services. It is a gross measure
of economic activity in that it includes inter-industry transactions. Relative

to the value of production, GDP is net of inter-industry expenses, or the
purchase of inputs from other industries. An IOM model embraces both
measures of economic activity since the input-output accounts include
inter-industry transactions. Macroeconomic models focus on GDP to
measure economic activity. Comparing multipliers from these two modeling
approaches can be confusing if it is unclear whether a production or GDP
multiplier is being reported. It is important to make the distinction clear since
the production multiplier is close to twice the magnitude of the GDP multi-
plier. Following Miernyk (1965), the U.S. Bureau of Economic Analysis uses
the term “total requirements” as the direct plus indirect production activity
generated by a change in final demand (Horowitz and Planting, 2006). This
report makes the distinction between these two multipliers by referring to a
production multiplier and a GDP multiplier.

The FANIOM model is specified with data for 2002. Most applications will
pertain to events in a more recent year. That is, the exogenous shock will be
in dollar value for the more recent year. To the extent that the structure of the
IOM model remains the same over time as specified by the data underlying
the model, the production and GDP multipliers from 2002 will be appli-
cable to the dollar value of the exogenous change in a more recent year. The
assumption of an unchanging structure is unlikely to be fully true, but, practi-
cally, the change in an JOM model structure over 5 to 10 years is minimal,
To demonstrate, a Type I production multiplier (as described below) has
been calculated from three benchmark input-output accounts for 1992, 1997,
and 2002 for an exogenous change in household expenditures from $1 billion
of SNAP benefits. The multipliers ranged from 1.84 for 1992 (Hanson and
Golan, 2002) to 1.92 for 1997 (unpublished), with an intermediate value of
1.88 for 2002 (in this report). Similarly, Stern (1975) estimated a multiplier
for an exogenous change in final demand from a set of government transfers
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to households using the 1972 benchmark input-output accounts and found a
value of 1.87. The evidence suggests that production and GDP multipliers
based on 2002 data will work reasonably well for an application that pertains
to economic activity in 2008 through 2012.

The employment multiplier (jobs impact) is a demand for labor by industry
to carry out the new production activity. The new demand can be met by
employing new workers, having existing employees work more hours, or
not laying off existing employees and/or not reducing hours of work. These
are the created and saved jobs. The model cannot distinguish among the
means by which the jobs impact occurs; it provides a general estimate of the
demand for additional labor.

Calculation of employment multipliers starts with data on average industry
jobs-production ratios for each employment measure. The IOM model esti-
mates the change in production by industry from the multiplier process. The
change in industry jobs is estimated for each industry as the product of the
industry jobs-production ratio and the change in industry production.

The employment multiplier is calculated by the model as the number of jobs
per billion dollars of SNAP benefits (or other form of government expendi-
tures) in 2002 dollars, the year of the data for model specification. Butitis
preferable to report the jobs impact in terms of the year for which the study
is being conducted, such as 2008. Unlike the production or GDP multipliers,
the magnitude of the employment multiplier is sensitive to the number of
years between the year for which the model is specified (2002) and the

year in which the results are reported (2008). Adjusting the employment
multiplier to a more recent year depends on the rate of inflation and labor
productivity.

Labor productivity tends to increase over time so the amount of labor neces-
sary to produce a given amount of output tends to fall. To adjust for labor
productivity, the employment-output ratios of 2002 are reduced by a labor
productivity adjustment factor of 0.873 using the U.S. Bureau of Labor
Statistics (2009a) major sector productivity index (output per hour) for the
business sector. Given an increase in the price of commodities, the dollar
value for a quantity of output in a more recent year is larger than the dollar
value in an earlier year. To reflect this change in the dollar value of a quantity
of output, the employment-output ratios (number of jobs per unit of output)
are reduced by an inflation adjustment factor of 0.868 using the implicit price
deflator for the labor productivity measure (U.S. Bureau of Labor Statistics,
2009a). Combined, these two adjustments result in an overall employment
adjustment factor of 0.758 that reduces the employment impact per billion
dollars of output in 2002 dollars to an employment impact per billion dollars
of output in 2008 dollars.*

Types of Multipliers

The multiplier effects depend on more than simply which pair of endogenous
and exogenous variables is considered. For any given pair, there are several
“types” of multipliers that depend on how other variables in the model are
treated—specifically, which variables are held constant or unchanging in the
calculation of a multiplier and which variables are allowed to vary (Miernyk,
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1965; Hewings, 1985; Miller and Blair, 1985). This study distinguishes three
types of multipliers (type I, I, and III), which have their roots in alternative
methods of analyzing the multiplier process (see box, “Historical Digression
on the Roots of Multiplier Models,” on page 3). A further distinction is
whether the multipliers are adjusted to domestic economic effects by netting
out the share of goods and services that are imported into the U.S. market
(import adjustment). Each type of multiplier is calculated for the three endog-
enous variables of economic activity considered in this study.

A type I multiplier consists of two components: the “direct” and “indirect”
effects due to an exogenous change in final demand. For an increase in SNAP
benefits, the direct effects are the share of expenditures made by SNAP recip-
jents that go to domestic producers. Given the structure of the input-output
accounts, the direct effects are distributed among the producers of the goods
and services being purchased, the retailer, and the wholesale and transporta-
tion systems. These industries increase production to supply the domestic
share of the new demand for goods and services. An increase in imports
completes the direct effects, but these are not a fiscal stimulus to the domestic
economy. Imports are a leakage in the multiplier process for the domestic
economy, but they do provide a stimulus to the rest of the world. The direct
effects from SNAP benefits tend to occur completely in the month of receipt,
a quick and full response to the fiscal stimulus by the government.

The indirect effects are the inter-industry demand for inputs to production
that arise in response to the direct effects from the new demand for goods
and services. An JOM model hinges on the input-output accounts that record
the inter-industry use of goods and services in the production of other goods
and services. It is this set of complex interactions among industries that
provides the basis for calculating the indirect effects for the type I multi-
plier. The indirect economic activities are distributed over time, with some
occurring sooner than others. Most indirect effects will occur within the
year, for they involve the refilling of inputs used in producing the goods and
services purchased by food stamp recipients. For instance, the baker who
sells more loaves of bread will order more flour from the miller, who will
process more wheat to fill the order. All stages of the new production activity
incur new demand for such basic inputs as energy and labor, as well as the
need for transportation services. Given the heightened demand for food with
SNAP henefits, a significant share of the new demand for inputs into food
processing is for farm products.

A type II multiplier expands the type I muitiplier with the induced effects
from labor income (net of taxes and savings). The jobs created or saved
through the direct and indirect effects of the type I multiplier process have a
corresponding increase in labor income to households. The households that
receive the income spend some of it, devote some to income tax, and put
some into savings. The portion of labor income that is spent on goods and
services further stimulates the economy. The first round of induced effects
from labor income leads to additional induced and indirect effects, which
compound the multiplier process.

To account for the induced effects of the type Il multiplier, first calculate the
additional number of jobs created or saved. The jobs impact is calculated
using the industry jobs-production ratio and the change in production. The
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number of FTE-jobs plus self-employed is the employment measure used in
calculating the jobs impact for this report.

Second, calculate the labor income corresponding to the change in employ-
ment. Labor income includes proprietors’ income as a return to self-
employed labor, which is included in the jobs impact. A typical method to
calculate the change in Jabor income is to multiply the ratio of labor income
to industry production by the change in industry production from the type

1 multiplier process, just as the jobs impact is calculated. This approach is
consistent with using industry labor income to calculate an average wage for
industry employment {FTE-jobs plus self-employed) and multiplying this
wage by the change in industry employment (FTE-jobs plus self-employed).

Finally, to complete the calculations of the induced effects for the type I1
multiplier, calculate the portion of additional labor income received by
households that is spent on goods and services. Using National Income

and Product Accounts (NIPA) data for 2002, subtract social insurance

taxes (11 percent) to arrive at net labor income to households, then subtract
income taxes (12 percent) and the portion of earned income that is saved
(2.5 percent). The remaining labor income is spent on goods and services.
The amount spent is distributed among the goods and services consumed by
households in proportion to the personal consumption expenditures in the
input-output accounts.

A type Il multiplier expands the type Il multiplier by including the induced
effects from the capital income households receive, net of taxes and savings.
In addition to the labor income (which includes proprietors’ income), house-
holds also receive income from the ownership of capital and property in the
form of dividends, interest, and rent. These sources of capital income are
components of industry gross operating surplus in the input-output accounts.
NIPA data for 2002 are used to estimate that households receive 47 percent
of industry capital income {(net of proprietors’ income), with the remainder
consisting of other forms of capital income that do not go to households, such
as retained earnings, depreciation, and profit tax.

The capital income received by households and spent on goods and services
is calculated in a manner similar to the treatment of labor income. The capital
income received by households from the multiplier process is calculated by
multiplying the change in industry production by the historical average ratio
of industry capital income received by houscholds to industry production.
The portion of capital income received by households that is spent on goods
and services is net of household income tax and savings. The same income
tax rate and savings rates are used for both sources of income (capital and
{abor). Including the induced effects from capital income in an IOM model
makes the type Il multiplier equivalent to a SAM multiplier.

It is important to adjust the multipliers for the share of goods and services
that are imported so that the multipliers are for the domestic U.S. economy
only. Imports will fulfill a share of the new demand for commodities that
arise from the exogenous change and the multiplier process. It is assumed
that the share of new demand fulfilled by imports equals the import share
of domestic commodity demand in the benchmark input-output accounts.
The accounts assume that all users (industries and households) of a specific
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commodity purchase the same ratio of imports to domestic supplies, though
the ratjo varies by commodity. Throughout this report, multipliers will
include this import adjustment unless noted otherwise.

Multiplier Estimates

Figure 3 compares the production and GDP multipliers from $1 billion of
SNAP henefits for the different types of multipliers. The type I multiplier
without import adjustment is a starting point for comparing the relative
impact of additional multiplier components. The type I GDP multiplier
without import adjustment is 1.0, such that a $1-billion change in final
demand generates an equivalent change in GDP, while the type I produc-
tion multiplier without the import adjustment is 1.88, The GDP multiplier is
53 percent of the production multiplier, reflecting an average 55.6 percent
ratio of GDP to production in the 2002 benchmark input-output accounts.
This relationship between GDP and production multipliers holds for each
type of multiplier. The 1.88 production multiplier using the 2002 benchmark
input-output accounts is similar to the value of 1.84 reported in Hanson and
Golan (2002) vsing the 1992 benchmark input-output accounts. Including
the import adjustment with the type I multipliers (second pair of columns in
figure 3) lowers both the production and GDP multipliers by 12 percent. The
GDP multiplier is less than one, since some of the new demand for goods and
services 1s met by imports and the income (GDP or factor returns) generated
from the production of those imports goes to foreign producers.

The type II multiplier adds the induced effects from labor income to the type
I multiplier. In figare 3, the type I multipliers include the import adjustment.
The production multiplier is 2.67, and the GDP type Il multiplier is 1.45. The
induced effects from labor income increase the multiplier effects from the

fiscal stimulus by 62 percent. The type I multipliers add the induced effects

Figure 3
Production and GDP multipliers from a $1-billion
increase in SNAP benefits

1O multiplier vaiue

3.50 3.31
I Froduction multiplier

3.00 B GDP multiplier
2,50
2.00 ~ 1.88

1.50
1.00
0.50
Type 1 without Type ! Type Ui Type
import adj.
Source: ERS ions from input-output iplier model.
15

The Food Assistance National Input-Output Multiplier (FANIOM) Model and Stimulus Effects of SNAP/ ERR-103
Economic Research Service/USDA



101

Figure 4
Jobs generated per $1 billion (2008 doliars) of SNAP benefits
Jobs
25,000
B FTE jobs + seif-employed
20,000 - .} FTPT jobs + seif-employed 18,800
15,900
15,000
10,000 1
5,000
Type 1 without Type i Type it Type ilt
import adj
Source: ERS dations from input-output iplier model.

of capital income to the type II multipliers. The type Il multipliers are 3.31
for production and 1.79 for GDP, a 24- percent increase relative to the type II
multipliers.

Figure 4 compares the jobs impact (employment multipliers) per $1 billion of
SNAP benefits for the type 1, 11, and III multipliers. The jobs impact is calcu-
lated in two ways, as FTE-jobs plus self-employed and as FTPT-jobs plus
self-employed. These jobs impacts use average employment-to-output ratios
by industry and the change to industry production in their calculation. The $1
billion of SNAP benefits generates a jobs impact of 9,800 FTE-jobs plus self-
employed from the direct and indirect effects of a type I multiplier without
import adjustment. The import adjustment reduces the jobs impact by 10
percent to 8,900 FTE-jobs plus self-employed. Adding the induced effects
from labor income (type II multiplier) increases the employment effects to
14,400 FTE-jobs plus self-employed, a 62-percent increase over the type 1
multiplier. Adding the induced effects for capital income (type IIl multiplier)
increases the jobs impact by another 24 percent to 17,900 FTE-jobs plus
self-employed. The jobs impact as FTPT-jobs plus self-employed is about

10 percent larger than the FTE-jobs plus self-employed for each type of
multiplier.

Table 1 summarizes the multiplier effects on production, GDP, and jobs
for three types of multipliers and two employment measures. Different
types of multipliers are used for different situations (see box, “What Type
of Multiplier To Use”). Of particular importance for analyzing the fiscal
stimulus from government expenditures is the type IIT GDP multiplier. The
value of 1.79 is comparable with the GDP multipliers generated by several
macroeconomic models.
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What Type of Multiplier To Use?

Both the U.S. Depaxtm

use type I multipliers for the
(Schiuter and Edmondson; 19
Tschetter, 2010y The typa 1n

mated that 6,07 Jot
billion:of U.S. expol
The same émployme
Consumption Ex
average, 9,645

The type Il mltiplier; wi
cally-used for regional’analys
change in economic activ
2005) or-a production plant
Reserve Bank of Dallas 20

n the regmn For a type Il multi-
FI'PI‘-jobs plus self-

times the change in GDP (or pmducuon) 1s appropriate for as ssmg the
jobs impact from a-new business starting or old business closing since this
will affect all jobs in that business. Such a jobs impact is also appropnate
for calculating the number of jobs it takes to support the Tevel of exports or
household expenditures in'a particular year. But this method of estimating
the jobs impact may not be appropriate for a change in exports or household
expenditures.- How employment changes in response to a change in GDP
(or production) may be less than what would be calculated using an average
Jjobs-t0-GDP (or production) ratio. :
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Table 1
Production, GDP, and job muitipliers from a $1-billion increase in
SNAP benefits

Production  GDP FTE-jobs FTPTjobs

Type | without import adiustment 1.88 1.00 9,800 10,700
Type | 1.66 0.89 8,900 8,800
Type i 2.67 1.45 14,400 15,900
Type W} 3.31 1.79 17,900 19,800

Source: ERS calculations,

Distribution of Multiplier Effects
Among Industries

SNAP benefits increase household food expenditures and allow recipients

to shift some cash income from the purchase of food to the purchase of

other goods and services. The new demand for food and nonfood goeds and
services, along with inter-industry linkages, has an impact on production,
GDP, and employment for a number of industries, including agriculture,

food processing, retail stores, wholesale-transportation, energy, and various
other manufacturing and service industries. The induced effects on household
expenditures from labor and capital income compound the multiplier effect
across industries, while the import share reduces the impact on domestic
producers.

The shift of cash income from food to nonfood expenditures as households
receive more SNAP benefits has a significant impact on how the multiplier
effects are distributed over industries. Even though recipients spend all
SNAP benefits on food, the receipt of SNAP benefits allows them to shift
some of their previous cash expenditures on food to alternative uses. As a
consensus estimate from the literature, this report assumes that, on average
over all SNAP recipients, every doliar of SNAP benefits generates an addi-
tional 26 cents of food expenditures, with the rest spent on nonfood goods
and services. Expenditures on food and nonfood goods and services are
assumed to be in proportion to average expenditure shares in the personal
consumption expenditures of the 2002 Benchmark Input-Output Accounts.

Consider the case of a $1-billion increase in retail food expenditures where
the type I multiplier (without import adjustment) is used to estimate the
impact of the food expenditures on agriculture. Out of the $1 billion in

food expenditures, 26.2 percent goes to retailers, 11.7 percent goes to the
wholesale-transportation system, 56.5 percent goes to food processors, and
5.6 percent goes directly to agriculture. Some foods such as fresh fruits

and vegetables, tree nuts, and eggs bypass the processing industries and go
directly from the farm through the wholesale-transportation system into retail
outlets. Food processors purchase the bulk of agricultural commodities for
processing into the foods we eat.’ Another source of indirect effects of food
expenditures on agricuiture is the use of agricultural commodities in the
production of other agricultural commodities, such as feed grains for animal
and dairy production. Given the direct and indirect effects, the $1 billion of
retail food expenditures generates $267 million of agricultural production,
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$87 million of agricultural GDP or value added, and close to 3,000 agricul-
tural jobs (FTE-jobs plus self-employed).

Using the type I multiplier mode] adjusted for imports, the impact of $1
billion in food expenditures on domestic agricultural production, GDP, and
employment is reduced by about 16 percent. The $73.4-million increase in
agricultural GDP with the import adjustment is distributed between livestock
(44 percent) and crop production (56 percent). The GDP impact on livestock
is distributed among dairy (14.2 percent), poultry (7.8 percent), and cattle
plus other animals (22 percent). The GDP impact on crops is distributed
among grains (12.4 percent), fruits and vegetables (30.8 percent), and other
crops (12.8 percent).

Now consider a $1-billion increase in SNAP benefits, which will increase
retail food expenditures by $260 million (26 percent) and expenditures on
nonfood goods and services by $740 million due to the shift of cash income
from food to nonfood. Using the type I multiplier with import adjustment,
agriculture receives $68 million in cash receipts from the sales of agricultural
commodities (production). The additional sales lead to $23.5 million of agri-
cultural value added or GDP, and close to 765 agricultural jobs (FTE-jobs
plus self-employed). The increase in agricultural GDP is distributed between
livestock (38 percent) and crop production (62 percent). The GDP impact on
livestock is distributed among dairy (11.4 percent), poultry (6.1 percent), and
cattle plus other animals (20.8 percent). The GDP impact on crops is distrib-
uted among grains (11.3 percent), fruits and vegetables (23.2 percent), and
other crops (27.2 percent).

Finally, consider the case of a $1-billion increase in SNAP benefits with the
type I multiplier with import adjustment. Given the direct, indirect, and
induced effects from labor and capital income, the $1 billion of SNAP bene-
fits generates $92.6 million of agricultural production, $32.3 million of agri-
cultural GDP or value added, and close to 1,000 agricultural jobs (FTE-jobs
plus self-employed).S The increase in agricultural GDP is distributed between
livestock (38 percent) and crop production (62 percent). The GDP impact on
livestock is disiributed among dairy (11.4 percent), poultry (6.0 percent), and
cattle plus other animals (20.6 percent). The GDP impact on crops is distrib-
uted among grains (11.4 percent), fruits and vegetables (22.3 percent), and
other crops (28.3 percent). Most of the increase in GDP goes to the service
industries (67.4 percent), while agriculture receives 1.8 percent; food proces-
sors, 2.8 percent; energy sectors, 3.2 percent; nonfood manufacturing, 7.6
percent; retail trade, 9.8 percent; and wholesale-transportation, 7.4 percent.

18

SWith the type I multiplier (inclad-
ing import adjustment), the $1 billion
of SNAP benefits generates $83.1 mil-
lion of agricultural production, $28.9
mitlion of agricultural GDP, and 938
agricultural jobs (FTE-jobs plus self-
employed). The distribution of these
impacts among agricuitural sectors is
identical to the distribution for the type
I muktiplier.

The Food Assistance National Input-Output Multiplier (FANIOM) Model and Stimulus Effects of SNAP/ ERR-103

Economic Research Service/USDA



105

Comparing and Reconciling Multipliers
With Macroeconomic and IOM Models

This section first compares the multiplier effects from an 10M model with
those from several macro-economic models. It then discusses how to recon-
cile the jobs impact from an IOM model with those derived using the method
recommended by the U.S. Executive Office of the President, Council of
Economic Advisors (2009; CEA in subsequent citations).

Comparison of Muitipliers from
Alternative Macroeconomic Models

There is considerable debate on the appropriate macroeconomic model for
analyzing the multiplier effects from a countercyclical fiscal policy. The
effect of fiscal policy on real economic activity (real GDP) is sensitive to
model assumptions regarding household behavior (myopic vs, forward-
looking), market adjustment to disturbances, and monetary policy. Several
studies present multipliers from alternative macroeconomic models that
have contributed to the debate on expected multiplier effects of government
expenditures funded by the ARRA during the 2008 recession.

Romer and Bernstein (2009) estimate GDP multipliers for an increase in
government purchases and a decrease in taxes using the Federal Reserve
FRB/US model and a model from a leading private forecaster. They assume
an accommodative monetary policy in which “the federal funds rate remains
constant rather than increasing in response to the fiscal expansion, on the
grounds that the funds rate is likely to be at or near its lower bound of zero
for the foreseeable future” (p. 12). Their analysis finds that an increase in
government purchases results in 3 GDP multiplier of 1.56, and a tax cut
results in a multiplier of 1. They state that these multipliers “represent a
consensus among economists and professional forecasters” (p. 3).

Zandi (2008b) used a macroeconomic model to analyze the GDP multiplier
from various spending and tax proposals considered for the 2009 stimulus
package. The model is specified so monetary policy is accommodating, and
government borrowing has little or no crowding out effects (Zandi, 2008a;
2009). Simulations of the model result in GDP multipliers of 1.73 for SNAP
benefits, 1.63 for unemployment insurance benefits, 1.38 for general aid to
States, and 1.59 for infrastructure spending. A weighted average of these
GDP multipliers is 1.50 using weights from CBO (2009a) budget estimates
for ARRA expenditures. The weighted-average multiplier for government
expenditures is close to the Romer and Bernstein GDP multiplier of 1.56 for
government purchases, and Zandi's GDP muitiplier of 1.73 for SNAP
benefits corresponds to the 1.79 GDP multiplier (type III) from the
FANIOM model.

Though these two studies dominated discussions among Congress and the
Obama Administration about the expected impact of ARRA expenditures,
other analyses illustrate the range of GDP multiplier effects generated by
macroeconomic models (see table 2 and appendix of CBO, 2010). For
instance, Cogan et al, (2009) contend that the GDP multiplier is less than
1 while Hall (2009) suggests that it can rise to 1.72, Hall’s analysis illus-
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trates how interest rates near the zero bound allow a fiscal stimulus 1o occur
without crowding out private sector investment. Cogan’s analysis illustrates
that multiplier effects are significantly reduced by model assumptions that
households are forward-looking with perfect foresight and that unemploy-
ment as a labor market-adjustment problem does not exist.

Reconciling FANIOM Jobs Impact
Estimates with CEA Estimates

Romer and Bernstein (2009) is the basis for the Council of Economic
Advisors (CEA)-recommended method for estimating the jobs impact
from government expenditures funded through the American Recovery and
Reinvestment Act of 2009 (CEA, 2009).

There are four steps in the CEA method to estimate the jobs impact from
government expenditures:

1. Start with 3 GDP muliiplier of 1.56 for all types of government
expenditures, including spending on goods and services, transfers
10 States, and transfer payments to households. The multiplier is
derived from simulation experiments with several macroeconoric
models.

2. Assume that a 1-percent increase in GDP will increase employment by
1 million jobs. CEA states that this is a “conservative rule of thumb”
that allows for higher productivity as a means by which GDP rises in
response to a fiscal stimulus (Romer and Bernstein, 2009, p. 3).

3. Calculate that a $100-billion increase in government spending
creates 1,085,355 job-years. Derive the jobs impact by applying a
1.56 GDP multiplier to the $100-billion increase in spending to get
3 $156 billion increase in GDP, which is about 1.085355 percent
of GDP in 2008 ($14,373 billion, prior to revisions). At 1 million
jobs per 1-percent increase in GDP, the 1.085355-percent increase
in GDP results in the 1,085,355 jobs from a $100 billion increase in
spending.

4. Divide the $100-billion increase in government spending by the
1,085,355 jobs to get the CEA rule of thumb that a $92,136 increase
in government spending creates 1 job.

The CEA-estimated jobs impact, based on macroeconomic analysis, is

less than the jobs impact from the FANIOM model based on input-output
analysis. By the CEA method, $1 billion of SNAP benefits generates 10,854
jobs (divide 1,085,355 jobs by $100 billion). With the FANIOM type III
multiplier, the jobs impact from $1 billion of SNAP benefits is 17,900
FTE-jobs plus self-employed (table 1). The jobs impact from the FANIOM
model is 65 percent larger than the CEA jobs impact. It is not clear what job
measure CEA uses (FTE-jobs or FTPT-jobs) and whether it includes the self-
employed, but the more comprehensive jobs measure is the FTE-jobs plus
self-employed. The FANIOM type I jobs impact is 33 percent (FTE jobs)
larger than the CEA estimate, while the type I jobs impact is 18 percent
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(FTE jobs) smaller than the CEA jobs impact estimate. The type Il multi-
plier is most similar to the multiplier process in a macroeconomic model
where consumption depends on income derived from all sources, labor, and
capital. The difference in the jobs impact from these two types of models is
significant enough that it needs some explanation and discussion as to how
the estimates might be reconciled.

The difference in the jobs impact estimates is from differences in (1) the
magnitude of the GDP muitiplier and (2) the jobs-to-GDP (production) ratio.
First, the 1.79 type HI GDP multiplier is 15 percent more than the CEA 1.56
multiplier. The CEA multiplier was derived for government expenditures

in general, whereas the FANIOM multiplier is for SNAP benefits, which

are likely to be larger since SNAP recipients tend to spend all the benefits
quickly. Multiplier estimates for other types of government expenditures
from Zandi (2008a) support a larger multiplier for SNAP. Increasing the
CEA multiplier from 1.56 to 1.79 would increase the CEA jobs impact o
12,500 jobs per $1 billion of SNAP benefits, a 15-percent increase. This

reduces the gap between jobs-impact estimates from 65 percent to 43 percent.

Differences in household saving and tax rates between models could also
contribute to the difference in multipliers, but these are difficult to check
without detailed information about the macroeconomic model (which is not
readily available). Features of a macroeconomic model that do not affect an
10M model could also reduce the GDP multiplier effects relative to the IOM
multipliers. These offsets include price and interest rate effects, But, given
the assumptions about underemployed resources and accommodating mone-
tary policy to hold interest rates low, the multipliers from Zandi and Romer/
Bernstein are unlikely to be reduced by the offsets.

A second reason for the difference in estimated jobs impact is that the
change in number of jobs corresponding to a change in GDP is smaller in
the CEA analysis than with the FANIOM model.” The CEA analysis starts
with the assumption that 1 million jobs are generated from a 1-percent
increase in GDP. The FANIOM type III multiplier results in 1.44 million
more jobs (FTE-jobs plus self-employed) from a 1-percent increase in GDP,
a 44-percent larger jobs impact. Though CEA does not document how they
arrived at 1 million jobs per 1-percent increase in GDP, empirical analysis
of the historical relationship between changes in the number of jobs relative
to a change in GDP undoubtedly underlies this assumed value. CBO (2009¢,
2009d) reports a similar ratio between changes in GDP and jobs. They use
an empirical estimate of “Okun’s Law” (Knotek, 2007) to calculate a change
in the unemployment rate given a macro forecast on GDP, and then derive a
change to employment from the change in the unemployment rate.

To approximate the ratio of change in the number of jobs to a I-percent
change in GDP, figure 5 displays the quarter-to-quarier change in the
number of employees (BLS, Current Employment Statistics, nonfarm payroll
employees in thousands) as a ratio to the percent change in real GDP from
1979 to 2009. An average of these ratios is one estimate of the change in
jobs as a ratio to the change in GDP. For the first quarter of 1979 (1979-1)
through 2009-1, the average ratio is 710,000 jobs per 1-percent change

in GDP.} If the quarters 2000-3 to 2003-2 are excluded, the average ratio
becomes 851,000 jobs per 1-percent change in GDP. The 2000-3 to 2003-2
time period includes the 2001 recession and a period of unusually slow job
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TIOM miodels use an average jobs-
to-production ratio to calculate the jobs
impact from a production multiplier.
The JOM model also calculates the
change in GDP so it is possible to
calculate 2 ratio of the change in jobs
to a change in GDP. A difference in the
employment measure for the number of
Jjobs could contribute to the difference
in the jobs impact, but it is not clear
since the CEA does not define how em-
ployment is measured, The difference is
likely to be 10 percent or less.

8Extreme values for three quarters
are excluded (1990-3, 2007-1, and
2007-4). The employment measure
does not include agricultural labor and
self-employed, so it undercounts the
change somewhat.
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recovery following the recession (Groshen and Potter, 2003). Over a shorter
and more recent timeframe of 1992-1 to 2009-1, the average ratio is 973,000
jobs per 1-percent change in GDP when excluding the 2000-3 to 2003-2
period, or 703,000 jobs when including it.

An analysis of quarterly data suggests that the historical relationship between
change in jobs and change in GDP is comparable to or somewhat less than

1 million jobs per 1-percent change in GDP. This supports the CEA jobs
impact relative to the larger jobs impact with the type Il multiplier from the
FANIOM model. The empirical analysis calls into question the use of an
average jobs-to-production ratio to calculate the jobs impact from a change in
production, as conducted in the FANIOM and other IOM models. One expla-
nation for a smaller jobs impact is that an increase in production activity by
existing businesses will increase the number of production-workers only
since nonproduction workers such as managers and support staff like accoun-
tants are already working and will not be affected by the increased produc-
tion activity (see appendix 1 for a definition of production-workers). This is
a different situation than a new business hiring all types of new workers, and
can explain how a change in jobs to a change in GDP (production) is smaller
than an average jobs-to-GDP (production) ratio.?

Exploratory analysis with the FANIOM model modifies the jobs impact
estimate by allowing only production workers plus the self-employed to
respond, which leads to smaller induced effects from earnings by a smaller
number of new workers, and smaller type II and III multipliers. The increase
in production workers is calculated, as with other employment measures,

by multiplying the change in industry production by the industry ratio of
production workers plus self-employed to production. The increase in labor

Figure 5

Quarterly change in employment per 1-percent change in real GDP, 1979-2009

Jobs per 1-percent change in GDP

9Tschetter (2010) uses an average
jobs-to-production ratio to calculate
the number of jobs that support U.S.
exports and distinguishes the estimate
from what would be the number of jobs
associated with a change in exports,

6,000

4,000 —

2,000 +

~2,000-

~4,000—

-8,000

Source: ERS calculations from BEA-NIPA data on GDP and BLS data on CES employment.
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Table 2
Economic eff from the estimated increase in SNAP benefits for 2009
FANIOM FANIOM
FTE jobs + self- Prod-jobs + self-
employment impact employment impact CEA
GDF, $ bif # jobs GDF, § bil # jobs GDF, $ bit # jobs

From $1 billion of SNAP benefits 1.79 17,900 1.34 12,500 1.56 10,854
From total increase in SNAP benefits 27.642 275,958 20.658 192,708 24.050 167,332

From caseload increase 19.014 189,823 14.210 132,558 16.543 115,103

From maximum benefit adjustment 8.628 86,135 6.448 60,150 7507 52,229

Source: ERS calculations.

income is calculated by multiplying the increase in production workers plus
self-employed by an average industry wage, which is set by dividing total
industry labor income (including proprietors’ income) by total industry
employment (FTE-jobs plus self-employed).

The type I production and GDP multipliers are 2.36 and 1.12 when only
production workers plus self-employed adjust, down from 2.67 and 1.45
when all jobs adjust (see table 1, FTE plus self-employed). The type I
produciion and GDP multipliers are 2,84 and 1.34 respectively, down from
3.31 and 1.79 when all jobs adjust. For the type II multiplier, the jobs impact
is 10,400 production workers plus self-employed per $1-billion increase in
SNAP benefits, while the jobs impact for the type III multiplier is 12,500
production workers plus self-employed per $1 billion of SNAP benefits. This
jobs impact is only 15 percent larger than the CEA jobs impact estimate of
10,854 jobs per $1 billion of government expenditures, while the jobs impact
from the type II multiplier is essentially equal. But now the type Tl GDP
multiplier is about 15 percent less than the CEA multiplier (table 2).

Table 2 summarizes the estimated GDP and jobs impacts for $1 billion of
SNAP benefits and for the CBO (200%a,b,d)-estimated increase in SNAP
benefits in 2009 (see table in box, “SNAP Response to the 2008 Recession™).
The total increase in SNAP benefits is derived both from the increase in case-
loads and from the 13.6-percent increase in the maximum benefit amount.
The first two columns in table 2 are the GDP and jobs impact from the
FANIOM model with the type III multiplier and full jobs adjustment. The
fifth and sixth columns are the GDP and jobs impact using the CEA method.
Relative to the CEA method, the type Il multiplier from the FANIOM
model has a 15 percent larger GDP multiplier and a 65 percent larger jobs
impact. The third and fourth columns are the GDP and jobs impact from the
FANIOM model when only production workers plus self-employed adjust.
In this case the jobs impact from the FANIOM model is 15 percent greater
than the CEA jobs impact, but consistent with a CEA jobs impact if the
GDP multiplier were 15 percent larger (increased from 1.56 to 1.79). From
the perspective of consistent results, the GDP multiplier from the FANIOM
model falls to 1.34 when only production workers plus self-employed adjust.
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Limitations of an IOM Model

The underlying assumptions of an JOM model impose limitations on using
the model to analyze the economic effects from a fiscal stimulus. Limitations
include those due to the IOM model’s linear structure and use of average
coefficients. Also, an IOM model does not allow for price effects, interest
rate effects, or several other economic adjustments that could arise in
response to a fiscal stimulus and reduce the multiplier effects relative to
those from an IOM meodel. These economic adjustments to a fiscal stimulus
are designed into macroeconomic models. Depending on economic circum-
stances and specification of these adjnstments in a macroeconomic model,
these models can result in multipliers that are as large as the GDP type III
multiplier from an IOM model (offsetting factors have little to no effect

on the multiplier), or they can result in multipliers that are zero because
economic adjnstments fully offset the multiplier effects from an IOM model.

Linear Structure of the IOM Model and Fixed Prices

The linear structure of an IOM model results in the same multiplier for any
magnitude of exogenous change to a specific component of final demand. So,
for instance, the linear structure of the model allows the 1.79 type IIl GDP
multiplier calculated from a $1-billion change in SNAP benefits to be used to
estimate the GDP impact from a change in SNAP benefits of any magnitude.
Of course, this cannot be true for all magnitudes of change in SNAP benefits,
for at some magpitude of change the underlying assumptions of the model
will be violated. For instance, an IOM mode} assumes that the exogenous
change in demand affects the demand and supply of goods and services, and
not prices. For this to occur, the resources for increasing production—namely
labor and production capacity— must be available. If resource constraints
exist, then the increase in demand will cause prices to increase, reducing the
multiplier effects on production, GDP, and employment.

Key economic conditions of an economic downturn include high unemploy-
ment, low utilization of production capacity, and low inventory levels. Under
these conditions, an increased demand for goods and services from govern-
ment expenditures will stimulate production rather than simply causing pres-
sure on prices or a rundown of inventories. They are the economic conditions
for which an IOM model is appropriate for calculating the multiplier effects
of government expenditures. Excess capacity and bigh unemployment during
the 2008 recession suggest that the economy can absorb the new demand
from the fiscal stimulus package with little or no price effects. Inventory
reduction since mid-2008 suggests that new demand for goods will stimulate
new production activity.

Use of Average Coefficients
From Base-Year Data

The parameters of the linear JOM model are calibrated with data from the
input-output accounts, NIPA, and employment measures. The coefficients are
average values from data in a base year, but they are used to determine the
change to an endogenous variable in response to a change in the exogenous
variable, which is a marginal change. Ideally, marginal coefficients should be
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used in the model, but in most cases either the average coefficient is a good
approximation to a marginal coefficient or there is not enough information

to reliably estimate a marginal coefficient. Still, there are situations where
the distinction between an average and marginal coefficient is important and
it may be preferable to replace an average coefficient in the model with a
marginal coefficient. An example is the use of average jobs-to-production
ratios in estimating the jobs impact from an increase in econormic activity
(production or GDP). When an IOM model is used to assess the jobs impact
from a business startup, the business can be expected to hire an industry
average number of jobs per unit of production. If a business is already in
operation and receiving additional orders, a marginal jobs coefficient may be
more appropriate. It may not be necessary to hire as many new workers as
are used on average, since occupations such as managers and support staff
may not take on additional work. One way to approximate a marginal jobs
coefficient is to allow an expansion of production workers only as production
increases.

Household consumption coefficients as well as tax and savings rates are other
examples where average coefficients could be improved upon with marginal
coefficients if available. Average consumption coefficients are the share of
total household expenditures spent on each good and service in the personal
consumption expenditures data of the input-output accounts. Average tax and
savings rates are calculated from NIPA data on how much households save
or pay as tax during the year relative to average household income during the
year. For an increase in income or SNAP benefits, the change to consump-
tion, savings, and taxes may be more or less than the average. Specification
of marginal consumption, tax, and savings rates from empirical studies of
household behavior is worth pursuing, but beyond the scope

of this report.!®

Budget Deficits, Interest
Rate Effects, and Monetary Policy

Government borrowing to finance fiscal stimulus expenditures may compete
with private sector borrowing on financial markets. This can put upward
pressure on interest rates, which can reduce business investment and interest-
sensitive household purchases such as homes and durable goods. This
financial market effect from deficit spending is referred to as crowding out,
and may partially offset the multiplier effect of the fiscal stimulus. Atissue
is how much interest rates will rise in response to government borrowing,
and how much business investment and household expenditures will fall in
response to the rise in interest rates (Blinder and Solow, 1973; IMF, 2002).

The CBO (2005) summarized the literature to find that a “sustained increase
in the federal deficit amounting to 1 percent of GDP raises interest rates

by roughly 20 to 60 basis points, with the weight of the evidence around

30 basis points,” concluding that, “Overall, the effects of federal deficits

on interest rates are small” (p. 4). At the same time, there is aneed fora
commitment to medium-term fiscal sustainability to accompany any short-
term fiscal stimulus (IMF, 2008), If the fiscal stimulus is seen by markets as
compromising fiscal sustainability, it can lead to rising real interest rates.
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As for the impact of interest rates on investment, empirical evidence suggests
that business investment is determined more by expected output growth

than by user cost of capital (Chirinko, 1993; 1999). Furthermore, when the
economy is in recession, interest rates are low, so an increase in interest

rates will not be the most significant factor ifi the business investment deci-
sion. Household demand for housing is highly sensitive to interest rates, and
normally it would fall due to higher interest rates. Zandi (2008a) suggests
that, during the 2008 recession, the interest rate effect on housing demand
was muted given other housing market problems.

Overall, the empirical evidence suggests that crowding out during a recession
is not significant. Still, as the government’s accumulated debt rises, it can and
will eventually raise interest rates. It is important that the government main-
tain a longrun plan for debt management.

Other features of the economy can eliminate or at least reduce crowding out
of investment, as when the Federal Reserve uses an accommodative mone-
tary policy that holds interest rates steady while the government borrows to
finance deficit spending. This was done during the 2008 recession. Crowding
out is also a non-issue when interest rates are near zero and the excess funds
in the financial system are not being used by private businesses. Under

this circumstance, government borrowing to finance deficit spending will
not cause interest rates to increase enough to affect investment (Blinder,
2006; Krugman, 2005; Feldstein, 2009). Zandi (2009) suggests that Federal
borrowing to finance the stimulus will not lead to excessively higher long-
term rates while private bond issuance is depressed, as in the 2008 recession.

Household Savings

Government expenditures as a fiscal stimulus during an economic downturn
are funded through government borrowing or deficit spending. At some point
in the future, the borrowed funds need to be repaid. Higher income house-
holds may expect taxes to be raised in the future to reduce the deficit. And
some of these households may increase savings and reduce spending when
the government is trying to stimulate the economy with deficit spending,
which will reduce the multiplier effects from the fiscal stimulus. These
households are considered to be forward-looking with rational expectations
and make current consumption-savings decisions in the context of permanent
income, or the discounted present value of lifetime income. Other house-
holds, for reasons such as myopic expectations and liquidity constraints,
make current consumption-savings decisions in the context of current dispos-
able income. They do not reduce current consumption in anticipation of
higher taxes, which allows the multiplier effects from the fiscal stimulus

to oceur.

How households form expectations and make consumption and savings
decisions are important features of a macroeconomic model and signifi-
cantly affect the multiplier from a fiscal stimulus (Bernheim, 1989). The
bulk of empirical research finds that household consumption is more sensi-
tive to current income than the permanent income hypothesis would imply
(Elmendorf and Mankiw, 1999; Blinder, 2006; Gale and Orszag, 2004).
Other studies support the notion of forward-looking households that are
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free of liquidity constraints (Taylor, 2009). Still, most empirical evidence
suggests that the effect of deficit spending on savings and consumption will
not significantly reduce the multiplier effects.
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Conclusion

The Food Assistance National Input-Output Multiplier (FANIOM) model
can be used to provide a systematic exploration of the multiplier effects on
economic activity from an exogenous change in final demand. Different types
of muitipliers (types I, II, and III) can be estimated for various economic
variables (e.g., production, GDP, and jobs). This allows the modeler to

use the multipliers that are appropriate to the issue being addressed and to
compare them to ones calculated by other JOM models and macroeconomic
models.

SNAP benefits are a fiscal stimulus whose effects on the economy can be
measured with the FANIOM model as multiplier effects. For SNAP benefits,
the FANIOM GDP Type Il multiphier of 1.79 is an appropriate update for
the 1.84 multiplier reported in Hanson and Golan (2002), which is often cited
as $9.20 (or $9) of economic activity generated from $3 of SNAP benefits,
Though the two multipliers are different—one is a type IIl multiplier for
GDP (1.79) and the other is a type I multiplier for production (1.84) —they
each express an overall impact on economic activity. The type IIl GDP
multiplier is a comprehensive multiplier that accounts for the direct, indirect,
and induced effects from labor and capital income, and is equivalent to a
GDP multiplier from macroeconomic models. The Hanson and Golan (2002)
multiplier of 1.84 should be replaced with the new FANIOM model result,
such that $1.80 of economic activity (GDP) is generated from $1 of SNAP
benefits (rounding off). Essentially, the multiplier estimates are the same, but
based on an improved model that uses more recent data.

The GDP multiplier of 1.79 is close to that estimated for SNAP benefits by
Zandi (2008a) using a macroeconomic model (1.73). Though larger than the
1.56 multiplier estimated by Romer and Bernstein (2009) for government
expenditures, the new GDP multiplier is not inconsistent with it when taking
into account the multiplier effects from different types of government expen-
ditures. A weighted average of multipliers from Zandi (2008a) is 1.50, where
the SNAP multiplier is 1.73 and the multipliers for other types of government
expenditures are lower. The GDP multiplier from the FANIOM model recon-
ciles well with the multipliers from these analyses using macroeconomic
models.

Jobs impact estimates from the FANIOM model range from 9,000 to 18,000
FTE-jobs plus self-employed per $1 billion of SNAP benefits, with the
range varying by type of multiplier. Ideally, the larger jobs impact (17,900
in table 1) would be used in analysis that uses the corresponding 1.79 type
11T GDP multiplier. This jobs estimate of 17,900 corresponds to 1.44 million
jobs per 1-percent change in GDP, but empirical analysis of quarterly GDP
and employment data suggests that between 700,000 and 1 million jobs are
generated per 1-percent change in GDP. This range is consistent with the
findings from several macroeconomic models that have been used to esti-
mate the jobs impact from ARRA expenditures (U.S. EOP, CEA, 2010, p.
26, table 8). Romer and Bernstein (2009) assume 1 million jobs are gener-
ated from a 1-percent change in GDP, which amounts to 10,850 jobs per $1
billion of government expenditures given their 1.56 GDP multiplier. The
higher jobs impact from an IOM model is an issue that needs to be resolved
if the type III multiplier is to be used to assess the jobs impact from ARRA
29
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expenditures. Until that issue is resolved, it seems most appropriate to use the
jobs impact from the type I multiplier: 9,000 FTE-jobs plus self-employed or
10,000 FTPT-jobs plus self-employed per $1 billion of SNAP benefits. These
jobs impact estimates are more consistent with those estimated using the
CEA-recommended method.

In an JOM model such as FANIOM, the jobs impact is calculated by multi-
plying the average jobs-to-production ratio by the change in production that
oceurs in response to the fiscal stimulus. This method of calculating the jobs
impact assumes that new workers are hired for all occupations in a busi-
ness in proportion to average industry employment. Another possibility is
that only additional production-workers are hired as production increases.
Additional nonproduction workers such as managers and support staff (e.g.,
accountants) may not be hired as production increases,

As an experiment, the FANIOM model was modified to allow only produc-
tion-workers plus self-employed to adjust in response to a fiscal stimulus.
In this case, the jobs impact for the type Il multiphier is 12,500 jobs for

$1 billion of SNAP benefits. This jobs impact estimate is only 15 percent
larger than the CEA estimate of 10,850 jobs. Given the smaller jobs impact,
the induced effect from labor income is smaller, reducing the type I GDP
multiplier to 1.34, which is about 15 percent less than the GDP multiplier
of 1.56 estimated by Romer and Bernstein (2009). This experiment shows
promise and merits further exploration.
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Appendix 1—Employment Data by Industry

Employment data by industry consist of:

FTPT-jobs: count of hired full-time plus part-time workers;
FTE-jobs: count of hired full-time equivalent workers;
Self-employed: count of proprietors or self-employed;

Prod-jobs: count of production workers as distinct from nonproduction
workers.

Data on FTPT-jobs for non-agriculture industries are derived by combining
data from the BEA Regional Economic Accounts, State Personal Income and
Employment tables with BLS employment projections (based on historical
data on industry employment), The BLS employment projections data use
the BLS, Current Employment Statistics (CES), while providing more detail
for some industries such as construction and government and including a few
data adjustments relative to the CES data.! The BLS data arc used to disag-
gregate the more aggregated BEA industry employment data. It is possible to
use the BLS industry employment data and get similar industry employment
numbers for most industries, but BEA makes a few additional data adjust-
ments that improve the count of FTPT-jobs in some industries.

Agriculture includes 10 crop production industries (NAICS 111), four animal
production industries (NAICS 112), and an industry of support activities

for agriculture and forestry (called agricultural services, NAICS 115). For
the two groups of farm industries (crop and animal production), the aggre-
gate count of FTPT-jobs is from the BEA Regional Economic Accounts
(870,000 hired workers). This count is similar to the count of 880,500 from
USDA-NASS (see Farm Labor publication) and the count of 811,000 from
USDA-ERS (see ARMS survey data).’ The BEA aggregate farm employ-
ment count is distributed among the ten crop production sectors and four
animal production sectors with data on hired labor from USDA-ERS, ARMS
survey.

For the count of FTPT-jobs in the agricultural services industry, data from
BLS, Quarterly Census of Employment and Wages for all employees in
the private sector are used.* The count of FTPT-jobs is 309,000, which is
in between the count of 581,000 in the BEA Regional Economic Accounts
and the USDA-NASS count of 232,000, and significantly larger than the
BLS employment projections count of 97,000, The BLS projections count
is smaller since it is derived from the count of workers who report that
agricultural services is their primary occupation in the Current Population
Survey—it is likely that some of these workers have other occupations that
may be reported as primary. It is not clear which of the other three sources
for a count of FTPT-jobs in agricultural services is best so the middle value
is used.

Data on FTE-jobs by industry are derived from the count of FTPT-jobs and
a ratio of FTE-jobs to FTPT-jobs from BEA, NIPA tables 6.5 and 6.4 on
industry employment as FTE and FTPT. Essentially, the NIPA data are at
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! For BEA data see table SA27-wage
and salary employment by industry,
hatp:ffwww.bea.goviregional/spi/. For
BLS data see the database for national
employment, all employees, http://
www.bls.gov/ces/. For BLS employ-
ment projections, see historical data on
industry output and employment, Attp:/
www.bls.gov/emp/empind2. him.

2 See BEA Regional Economic
Accounts: Methodologies, Local Area
Personal Income and Employment
Methodotogy for more details on the
data adjustments, http:/fwww.bea.gov/
regional/docs/lapi2007/.

3 For USDA-NASS data, see
htip:ffusda.mannlib.cornell.edu/
MannUsdaviewDocumentinfo.
do?documentlD=1063. For USDA-
ERS data, see hitp://www.ers.usda.
gov/Briefing/ARMS/. The BLS-CES
data do not include employment for the
agricultural industries, while the BLS
employment projections data have a
count of 1,010,000 hired workers for
the farm sector. The larger value from
the BLS data seems to compensate for
a low count of hired workers in the
agricultural sexvice industry. For this
reason, the BLS data are not used.

“See http:/fwww.bls.govicew/home.
hitm,
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3-digit NAICS, whereas the industry detail in the input-output accounts can
be at 6-digit NAICS for some industries, so the same ratio is used for groups
of industries.

Data on the count of self-employed persons by industry for nonfarm indus-
tries are taken from the BLS employment projections data. The data are

the count of self-employed plus unpaid family workers by industry and are
derived from the Current Population Survey. The 10.047 million total self-
employed (including farmers) in the BLS projections data compares well
with the total in the BEA NIPA data (table 6.7) of 9.963 million. The BEA
notes that the count includes active proprietors or partners who devote a
majority of their working hours to their unincorporated businesses. How part-
ners are counted makes a significant difference in comparison with the BEA
Regional Economic Account data where the self-employed count is much
Jarger at 29 million because it includes all partners no matter how active
they are in the business. For this reason the BEA regional data are not used.
The count of self-employed for the farm industries are from the USDA-ERS
ARMS survey data. The 1.781 million aggregate count for farm self-
employed is almost twice the aggregate count of 0.945 million from the BLS
employment projections data. The difference is due primarily to the ARMS
data including proprietors who have other jobs that may be their primary
occupation, whereas the BLS self-employed data are a count of proprietors
who treat farming as their primary occupation.

The aggregate counts of the employment measures are comparable to
published numbers in the BEA NIPA tables. The 137.653 miltion FTPT-
jobs are slightly larger than the aggregate count of 136.578 million in the
BEA NIPA table 6.4 for domestic industries. The 124.053 million FTE-jobs
compares well with the aggregate count of 123312 million in the BEA NIPA
table 6.5. The 10.882 million self-employed workers are larger than the
aggregate count of 9.963 million in the BEA NIPA table 6.7, due primarily to
the treatment of self-employed farmers.

Production workers (prod-jobs) are distinguished from nonproduction
workers in the BLS, CES survey data and in the historical database devel-
oped for BLS employment projections. In these databases, a production
worker is not identical with the production occupation in the standard occu-
pation classification system, but includes workers in this occupational cate-
gory. Production workers in the CES and employment projections data are
those workers directly involved with the production activity of the business.
In the service industries, production workers exclude supervisory employees
and owners. In goods-producing industries, production workers also exclude
other categories of occupations that are not directly involved in production.
This would include support staff such as accountants, secretaries, and admin-
istrative assistants. The distinction is not as precise as the distinction among
standard occupational categories, but can still be useful for some types of
economic analysis. The production-nonproduction workers are distinguished
by industry at the 3- to 4-digit NAICS codes. On average, they account

for about 75 percent of total jobs. In the FANIOM model, a percent of all
FTE-jobs that are production jobs is calculated by industry. Also, 65 percent
of the self-employed by industry are combined with the production workers
for the employment measure “prod-jobs plus self-employed.”
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Appendix 2—Reallocating Proprietors’
Income From Capital to Labor Income

Proprietors’ income is a part of industry operating surplus (capital income)
in the input-output accounts. For this report, proprietors’ income is taken out
of capital income and added to Iabor income. This reallocation is consistent
with the treatment of proprietors as labor and earning a return on their labor.
In consequence, an increase in labor and labor income from a fiscal stimulus
will involve an increase in work by proprietors and the income they receive
from this work. Reallocating proprietors” income from capital income to
labor income will affect the induced effects in the multiplier process. Both
IMPLAN and RIMS I input-output multipliers include this reallocation of
proprietors’ income from capital income to labor income.

To reallocate proprietors’ income in the input-output accounts from capital
income to labor income by detailed industry, it is necessary to disaggregate
the more aggregate industry data on proprietors’ income from BEA NIPA
table 6.12. This report uses detailed industry data on the number of propri-
etors by industry to disaggregate proprietors’ income. As a result, all propri-
etors’ income is treated as a return to labor, which is not a bad approximation
since proprietors’ income is net of consumption of fixed capital (deprecia-
tion), which can be treated as a return to capital and is included in the capital
income of the input-output accounts, Proprietors’ income is about 20 percent
of capital income and about 12.6 percent of labor income.
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Appendix 3—Food Assistance National
input-Output Multiplier (FANIOM) Model

The FANIOM model is programmed in the GAMS software where it is
treated as a system of simultaneous equations (Brooke et al., 1992). Model
parameters are calibrated to data from the 2002 Benchmark Input-Output
Accounts data, Natjonal Income and Product Accounts, and measures of
employment from various sources. The model is solved either as a system
of simultaneous equations (PATH solver) or as an optimization problem
where the change in industry production squared is treated as an objective
function to be minimized subject to the system of simultaneous equations
(MINOS or CONOPT solver). Still, the solution values are not affected by
the choice of solution algorithms, nor by the use of GAMS instead of some
other software to solve the IOM model. The advantage of using the GAMS
software is in the specification of the model as a system of algebraic equa-
tions. This is particularly helpful in the treatment of the induced effects for
labor and capital income, and for calculating the domestic multiplier effects
by adjusting for the import share of demand. GAMS syntax provides flex-
ibility in how these features of the IOM model are specified. For instance, the
induced effects from labor income with only production workers adjusting is
a straightforward modeling specification given the data.

The multiplier measures are calculated from the model solution values for
industry production, GDP or value added, and employment. The change in
the value of production, GDP, and employment from the initial base value
relative to the exogenous change in final demand is the multiplier. Each
type of multiplier (types I, If, and III, with or without import adjustment) is
derived from a different model and solved separately in a sequence of model
statements and solve statements. Sumumary reports of the results from the
sequence of model solutions are easy to prepare.

Listed below are the variables, parameters, and model equations for the type
111 multiplier with import adjustment. The type Il multiplier includes direct,
indirect, and induced effects from labor and capital income, and an adjust-
ment for imports that reduces the share of domestic demand that is fulfilled
by domestic production. Specification of a few key parameters is also listed
below. Value added/GDP and employment are not treated as variables, but
are calculated from base ratios with industry production.

To clarify some of the model notation, uppercase names are endogenous
variables and lowercase names are parameters. GAMS code is in terms of
set notation. Industry-commodity set notation is “ic” and equivalently “jc.”
Industries and commodities are not distinguished in the set notation but they
are distinguished in the input-output account make-and-use matrices as well
as industry production, value added, and final demand.
There are subsets of “ic”: “icmyes” is for industry-commodity where
imports exist, “icyes” is for industry-commodity where production occurs,
while “icnot” is where no production occurs. In the benchmark input-output
accounts, there are several special industries-commaodities that do not involve
domestic production, and they are given special treatment in the input-output
multiplier model so that change in final demand equals change in value added
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(see second-to-last equation). The special sectors are noncomparable imports
(s00300), used goods (s00402), and rest-of-world industry (s00900). The last
equation is a quadratic objective function that minimizes the squared change

in industry production that occurs from an exogenous change in final demand
(“dfd(icy”).

Variables:
XDUP(ic) Industry production

XDCOMUP(ic) Commodity supply from domestic production
XXDCOMUP(ic) Domestic commodity supply from domestic

production

INTUSEUP(ic) Intermediate use of (domestic and imported)
commodity

FDUP(ic) Final demand for commodity

IMPORTUP(ic) Imports by commodity

CDUP(ic) Household consumption by commodity

YHCON Household income spent in consumption

YHGROSS Household gross income

INCTAX Household income tax

SAVINGS Houschold savings

YHLABNET Household income from labor net of labor tax
(soc-sec & medical)

YHCAPNET Household income from industry capital income
(operating surplus)

VALABUP(ic) Industry labor income including proprietors’

income
VACAPUP(ic) Industry capital income or operating surplus net

of proprietors income
ADJIOC(icnot) Non-producing industry dummy variable
OBJIOM Objective function value

Parameters:

iome(ic,jc)  Make matrix, industry ic making commodity jc
iouc(ic,jc) Use coefficient matrix, use of commodity ic by industry

i
export(ic) Export of commodity ic
gd(ic) Government demand, exogenous
invfxd(ic) Fixed investment
dst(ic) Inventory change
dfd(ic) Exogenous change in final demand

mtoxratio(ic) Import to X ratio, where x is domestic demand
(intermediate plus final)

cdsh(ic) Share of household income consumed on commeodity ic

yhgovtrn0 Government transfer income to households

yhoth0 Other income to households

inctaxr Household income tax rate, calculated from NIPA data
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savr Household savings rate, calculated from NIPA data
labtaxr Labor tax for Social Security and Medicare, calculated
from NIPA

data alabr{ic) Ratio of industry labor income (include proprietors’
income) to industry production

vacapr(ic) Ratio of industry capital income (operating surplus) to
industry production

yheapfrac Fraction of capital income that households receive,
calculated from NIPA data

vatQ Total value added or GDP, summed over all industries
from input-output account

Specification of Key Parameters for Multiplier Calculations:

XXDCOM(IC) = INTUSE(C) + FD(IC) - IMPORT(IC)
MtoXratioIC) = IMPORTICY(NTUSE(IC) + FD(C))

FD(IC) = CD(C} + GDUC) + INVFXD(IC) + DST(C)
VALABR(IC) = VALAB(IC)/XDQC)

VACAPR(IC) = VACAP(IC)/XD(IC)

JBR(IC,jemp) = JOBS(UC,iemp)/ XD(IC)

Consumption adjusted for trade and transportation margins

CDTTACTT) = SUM(C,
IOMARGFD(IC,”F01000”,ICTT) )

CDMRKT(C) = CD(IC) - CDTTIC)

CDMRGR(CICTT) = IOMARGED(IC,"F01000”,ICTT)/
CDMRKT(IC)

CDPURCH(IC) = CDMRKT(IC*(1+SUM(CTT,
CDMRGR(IC,ICTT)

Income data and calibration

yhlabnet0 = (1-labtaxr)*sum(ic, valab(ic) )

yheap0 = yheapfrac * sumf(ic, vacap(ic) )

labtaxr = labtax0 / sum(ic, valab(ic) )

yheapfrac = 0467

yhgross0 = yhcon0 -+ inctax( + savings0

yhcon0 = sumf{ic,cd(ic) )

inctaxr = inctax0/ yhgross0

savr = savings0 / {(1-inctaxr)*yhgross0)

vhoth0 = yhgross0 - yhlabnet0 - yhcap0 - yhgovtrn0
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PIGFORD II SETTLEMENT PAID VIA WIC

Mr. Kingston: "Your testimony makes note of the increase in the
poverty rate and states "we cannot compete and win the future if our people
are hungry, our children are poorly nourished, or new mothers and newborn
infants do not have what they need for a healthy start.". I cannct disagree
with this statement, but I cannot understand why the Administration then
offered up $562 million in WIC funds approved by this Committee to pay for
the Pigford II settlement.

Can you explain to me why USDA thought that funding for Women, Infants, and
Children was the most appropriate place to take from?

Secondly, when I asked the Secretary why USDA offered up these funds, the
response implied that the Department really had nothing to do with this and
simply provided this Committee with a list of unobligated balances. Can you
provide me with specifics on USDA's involvement with this decision to take
funds from WIC to pay for a discrimination case?

Response: We were not privy to the decision-making process of Congress
for the Pigford II settlement. WIC budget estimates are primarily driven by
two factors: participation and food costs. In recent years, due in large
part to the downturn in the economy, participation has been comparatively
high, reflecting the strong need for this critical program. WIC had a higher
than usual carryover balance from FY 2010 into FY 2011 because actual WIC
participation in FY¥s 2009 and 2010 was not as high as was estimated at the
time of the budget request for those years, resulting in lower program costs.
This information was provided to the Secretary and subsequently to the Office
of Management and Budget as well as the Congress prior to Congress’ decision
on Pigford II.

HOME DELIVERY - SUMMER FOOD SERVICE - CAPE COD, MA

Mr. Kingston: In the FY10 Ag Appropriations Act, Congress added $143
million to support a few specific school nutrition programs or initiatives.
One provision provided $85 million to study alternative means to deliver food
to low-income children during the summer months.

USDA's response to this study was to propose two different programs - (1) to
implement a Food Backpacks demonstration for kids to pickup at local sites,
and the other (2) a Home Delivery program to serve rural communities.
Interestingly enough, USDA awarded contracts related to these two programs.
While USDA appears to have awarded contracts for the Backpack Program in
rural areas, I see that USDA awarded one contract to the Cape Cod YMCA in the
Home Delivery Demonstration program.

First, please explain how USDA can propose a Home Delivery Program that
allows kids to never leave their home for these essential foods, especially
when the Department is trying to address the problem of childhood obesity.

Secondly, how does USDA consider “Cape Cod” as a true test case for
delivering foods to low-income children in rural areas? This one location is
probably 5 miles from the Kennedy’s Hyannis Port vacation home.

Response: The FY 2010 Agriculture Appropriations Act provided $85
million to demonstrate improved approaches to summer feeding for low-income
children, and to assess their impact on food insecurity among children. USDA
is using this resource to create a variety of Summer Food for Children
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demonstrations, which will explore and test a number of enhancements to the
existing program over the next several summers.

Enhanced Summer Food Service Program (SFSP) Demonstrations will test
changes to the existing structure and delivery mechanism of SFSP to determine
if they lead to increased participation.

. Two initial demonstrations began in summer 2010: a project in Arkansas
that provides incentives to extend the duration of SFSP operations, and a
project in Mississippi that enhances the program with funding for
enrichment activities.

. Two additional demonstrations: testing meal delivery in rural areas, and

“backpack” food packages for consumption over weekends, will begin in
summer 2011. Proposals for the two new Enhanced SFSP Demonstrations, the
home delivery and food backpack demonstrations, were due December 15 and
awards were announced in March 2011.

Household-Based Alternative Demonstrations will provide summer food
benefits using SNAP and WIC electronic benefit transfer (EBT) technology as
the delivery mechanism, to give low-income families with children more
resources to use at food stores during the summer.

You questioned how USDA can propose a Home Delivery Program that allows
kids to stay at home. We agree children should have the opportunity to be
active, especially in the summer. USDA strongly encourages and promote
physical activity through such initiatives as its HealthierUS Schools
Challenge. The SFSP is designed to provide meals to children in a congregate
setting and allows institutions the flexibility to determine their enrichment
activities. Ideally, organizations provide summer recreation programs where
children congregate and are provided activities during the summer months.

However, program cooperators have advised us that needy children geo
hungry in rural areas either because children cannot travel long distances to
the sites, or because there are simply not enough children in the area of a
site. The Home Delivery Program is designed to reach those children who
cannot otherwise participate in the SFSP during the summer.

You also questioned how Cape Cod, an apparently affluent area, would be
eligible for the Home Delivery Program. It should be noted that 11.5 percent
of the population of Barnstable County has an income below 150 percent the
FPG. In addition, while the Department is fully committed to addressing the
unigue challenges that rural areas face in utilizing the SFSP, the program
operates in both rural and non-rural areas. Additicnally, the FY 2010
Agriculture Appropriations Act explicitly authorized demonstrations in urban
and rural areas.

Finally, the Cape Cod YMCA serves the Barnstable area, which meets the
definition of “rural area”. Without family or public transportation,
children in rural areas may have no way to participate in congregate
activities. Even though they may be located in affluent areas, needy
children may remain hungry and isolated. The Cape Cod YMCA intends to serve
100-150 needy children meals over a 10 week period during the summer.
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USDA's RESPONSE TO FRAUDULENT PROVIDERS

Mr. Kingston: "When Inspector General Fong was here last month, she
informed the Subcommittee that the OIG has continually recommended that USDA
take action to address the bad actors in the SNAP and WIC programs. USDA OIG
has identified a number of cases where SNAP and WIC providers have been found
guilty of fraud. Any contractor working with the Federal Government that is
found guilty of fraud or abuse is debarred and banned from business with the
government via the GSA. It appears that FNS has a different policy.

As I stated at the OIG hearing, I am simply amazed that USDA did not suspend
or debar 3,981 SNAP retailers found guilty of wrongdoing as recommended by
the 0IG.

Why has USDA failed to exclude those individuals or companies found guilty of
defrauding the US Government in these nutrition assistance programs?

How can you allow this fraud to continue?

Can you commit to this Subcommittee that you will follow your own OIG's sound
recommendation to weed out these bad guys?

Response: As of the end of fiscal year 2010, more than 216,000
retailers were authorized to accept SNAP benefits. Fraud is taken seriously.
Retailers that violate Program rules are removed from participation in the
Program, either permanently or for lesser periods, depending on the severity
of the violation. USDA’s Office of Inspector General (CIG) recommendations
refer to a separate set of procedures for suspension and debarment from other
government programs. SNAP has its own set of legal authoritlies provided by
the Food and Nutrition Act that FNS uses for temporarily or permanently
disqualifying vendors found guilty of fraud.

The time period covered in the testimony given by USDA’s Office of
Inspector General was 2004 through 2008. During that period the Food and
Nutrition Service (FNS) permanently disqualified 3,891 stores from program
participation for trafficking, which is the exchange of Supplemental
Nutrition Assistance Program (SNAP) benefits for cash. That is, those owners
are identified in the SNAP system and prevented from ever participating as a
SNAP retailer again.

In addition to these retailers that were permanently disqualified,
during the same time period (2004-2008), FNS temporarily disgualified
(usually 6 months) another 2,851 stores for less serious program violations,
such as the exchange of SNAP benefits for ineligible items.

Per Section 12, 7 U.8.C. 2021, of the Food and Nutrition Act of 2008,
FNS takes reciprocal action against program participation if a firm is
disqualified from SNAP or the Women, Infants, and Children (WIC) Program.
FNS referred all 6,742 stores {3,891 permanent disqualifications plus 2,851
temporary disqualifications) disqualified during the time period specified by
USDA's Office of Inspector General to WIC State Agencies for removal of any
stores with dual participation.

Since that time, in fiscal years 2009 and 2010, FNS has disqualified an
additional 1,824 stores permanently for trafficking, and 1,007 stores for
shorter pericds as a result of less serious program viclations.
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In sum, between 2004 and 2010, 5,715 retailers have been permanently
disqualified from participation in SNAP and 3,858 retailers have received
lesser disqualifications.

FNS is working with OIG on concerns expressed relative to suspension
and debarment of the retailers disqualified from our programs. Suspension
and debarrment would invelve additional processes to ensure that disgualified
FNS retailers do not participate in any other government program(s). The
reasons we have not applied the suspension and debarment process in the past
to disgualified retailers include the following:

o We had a legal opinion that suggested the FNS programs were not subject to
the suspension and debarment provisions, in part because SNAP already had
provisions for disgualification under the Food and Nutrition Act.

o The Food and Nutrition Act provides FNS with the ability to remove
retailers charged with trafficking from the Program immediately, with
Administrative Review procedures taking place while the charged retailer
is no longer in the Program. This is a potent tool that allows us to
significantly limit the damage to the Program.

o The procedures for disqualification of retailers under the Food and
Nutrition Act differ from those under the suspension and debarment
regulations, and can conflict with each other. For example, the
suspension and debarment regulations would suggest notice and hearing must
take place before a retailer can be debarred.

o In addition, current SNAP regulations would prohibit sharing personally
identifiable information, such as social security numbers, for this
purpose.

o We believe that retailers considered for disqualification in SNAP are
generally not the kind of retailers that do business with other parts of
the government. They tend not to be companies, but sole proprietorships
that try to fly “under the radar”. Almost all of our trafficking cases
are with relatively small single proprietor stores or partnerships.

The preamble of the new Departmental regulation on debarment states
that "noncovered transactions, for purposes of nonprocurement debarment and
suspension, include participation as an authorized retailer in SNAP or as a
retail vendor in the Special Supplemental Nutrition Program for Women, Infant
and Children (WIC), because exclusion under this part is superseded by other
law, i.e. comprehensive statutory disqualification provisions”.

There are actually two reguirements that are additional to our
comprehensive disqualification procedures. The first is the suspension and
debarment process and the second is an initiative from OMB regarding a “Do
Not Pay” list. Both processes have the potential for adding significant
workload to an already overburdened staff. However, the Agency recognizes
the importance of sharing our determinations with other governmental entities
that may be doing business with these vendors.

As a result, FNS wi begin preparation of a plan to implement the
requirement to share disqualified vendors in the Excluded Parties Listing
System and provide access to vendor information for OMB's Do Not Pay list.
Our intention would be to provide an electronic file periodically with pre-
set characteristics to both initiatives. If it is determined that the Agency
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must make the suspension and debarment determination, our desire would be to
maximize efforts undertaken in our disqualification process and leverage them
within the parameters of the suspension and debarment process. We trust that
methods can be identified so that the requirements of the
suspension/debarment initiative are satisfied, while not duplicating, or
further complicating, on-going efforts by the Agency to disqualify vendors
that violate program rules. We will work closely with OMB, the OIG, and the
Department to coordinate our plans and implement the intent of the
initiatives.

Mr. Kingston: What actions or proposed actions is USDA engaged in fo
reduce trafficking in the SNAP program? Specifically, how is FNS targeting
and providing early oversight of stores most likely to traffic?

Response: FNS is committed to reducing the rate of SNAP trafficking
and has taken aggressive measures to improve the early identification and
oversight of suspected program violators.

Beginning in June 2007, FNS implemented a revised store classification
system to systematically compare similar stores and better identify fraudulent
transaction activity for investigation. In addition, FNS deoubled the number of
months of data available on~line to investigators and program analysts for
purposes of analysis from six months to one year.

In December 2007, FNS received and processed daily transaction data into
its ALERT fraud detection system. This has assisted FNS in early monitoring
and identification of violating stores. FNS began to use data mining to
target high risk areas, and we have, as resources allow, located
investigators in those high risk areas or brought investigators in from other
areas on a temporary basis.

As a result of a data mining project, in August 2009, FNS implemented a
predictive risk assessment tool. The tool is integrated in FNS's front end
system used to manage SNAP retailer participation and assigns each retailer a
risk category of high, medium, or low; based on the likelihood that a retailer
may commit program violations. Every retail grocery store’s risk level is
assessed at the point of application and if the store is approved, its risk
level is re-assessed daily.

The risk assessment is granular, down to the zip code level, to ensure
that smaller areas within large cities with historically high rates of
violations are classified as high risk. This predictive indicator analyzes 18
characteristics for each individual store that are based on 10 years worth of
Agency investigations as well as 0IG/GAO audit findings, to ensure that FNS
resources are focused on those stores that are the most prone to violate.

High risk retailers are prioritized by FNS’s fraud detection system and
are carefully scrutinized by Agency compliance staff. While making no
assumption that any one store is trafficking based on this prioritization
process, SNAP's risk profile tool has allowed the Agency to re-allocate
resources towards retailers presenting the highest risk of non-compliance.

In Jeanuary 2011, FNS implemented an automated and more robust screening
process into 1ts front end system. The new screening tool ensures that FNS
effectively identifies retail store owners or store location addresses with a
history of program violations for greater scrutiny and potential denial of
participation.
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Furthermore, in February 2011, FNS implemented a new training program to
help investigators utilize open source information available on the internet to
gather intelligence and ensure more effective approaches when targeting
investigations.

IMPROPER PAYMENTS IN USDA NUTRITION PROGRAMS

On page 30-75 of USDA’s FY 2012 Explanatory Notes, the Department admits that
“[tlhe school meals programs are currently incurring high levels of erroneous
payments, and the Administration is seeking strong action to reduce them
across the government.”

Mr. Kingston: There are two major areas where we need to reduce any
potential for fraud, waste and abuse: intentional and illegal activities and
unintentional and improper payments. Because SNAP is USDA's largest program,
both in terms of the dollars spent and the number of participants. O0IG is
already devoting about 40 percent of its investigative rescurces in FY 2010
to SNAP-related criminal investigations—its largest allocation of
investigative resources.

01G estimated that improper payments for the SNAP and school lunch programs
cost taxpayers nearly $2.2 billion for SNAP and $1.5 billion for NSLP in FY
2009, Just to put this into perspective, these amounts could have funded the
entire food inspection budget in this country that year.

What is FNS doing to ensure that USDA guickly addresses problem improper
payments in these programs designed to provide basic nutrition assistance to
those most in need?

Response: FNS recognizes its fundamental responsibility to promote
effective program management and reduce and prevent improper payments, while
providing easy access to benefits for the people we serve. That said, it is
also worth noting the very low level of error in the Supplemental Nutrition
Assistance Program (SNAP). Over the past decades, tremendous improvements in
program operations have led to a less than five percent error rate in 2009, a
record low for the program. While the Department takes its obligations to
combat waste, fraud and abuse, the record low error rate in SNAP is a very
positive story for the program.

FNS has taken several steps to ensure funds for the National School
Lunch Program and School Breakfast Program are used as intended, including:

* Strengthening direct certification for school meals with grant funding
for States with the lowest direct certification rates;

» Providing guidance and technical assistance to States and schools on
the free and reduced price eligibility certification process;

» Conducting management evaluations for State agencies most at risk of
problems in managing the school meal programs;

¢ Training and technical assistance for staff in every State agency to
ensure effective monitoring of schools;

* Directing State agencies to make more thorough use of annual
verification data; and

+

* Providing Administrative Review and Training {ART) Grants to States to

improve the oversight of school meal programs.
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Improving program performance and reducing improper payments was a goal
throughout the child nutrition reauthorization process. As a result of the
recent passage of the Healthy, Hunger-Free Kids Act of 2010, we are required
to take the following additional actions that will help with reducing
improper payments in school meal programs:

e Increase fregquency of the State agency administrative oversight reviews
of the school food authorities from one review every 5 years to once
aevery 3 years;

* Further strengthen direct certification for schocol meals by encouraging
improvement in direct certification rates through performance awards to
high performing and improved States and continuous improvement plans
for States that fail to meet statutory benchmarks;

¢ Provide alternatives to the paper application systems in low-income
areas; and

* Reguire an independent review of applications in local educational
agencies demonstrating a high level of administrative error.

In SNAP, program integrity consists of three distinct components.
These are: combating recipient fraud; fighting trafficking; and reducing
improper payments through quality control and payment accuracy efforts. USDA
takes each of these areas very seriously.

First, FNS works with States to combat recipient fraud, which occurs
when applicants purposely provide incorrect information to the State, leading
to an improper determination of eligibility or failling to provide updated
information, leading to an improper continuation of benefits. States are
responsible for preventing this from happening and there are several tools
available to States to combat this including data matching and verification.

In support of States’ recipient fraud prevention efforts, FNS operates
and maintains the Electronic Disqualified Recipient System (eDRS), a
centralized national database which utilizes data submitted each month by all
50 States, the District of Columbia, Guam and the Virgin Islands. eDRS
tracks individuals disqualified from participation in SNAP for fraud
violations.

SNAP regulations require State agencies to establish recipient claims
against any household that has received more benefits than it is entitled to
receive. Claims fall into three categories: intentional program violation
(fraud); inadvertent household error; or agency error. As an incentive,
State agencies are entitled to 35 percent of fraud claims and certain
inadvertent household error claims collected and 20 percent of the remaining
household error claims collected. In FY 2010, State agencles established
$460 million in new claims and collected $287 million.

Second, FNS fights illegal trafficking, which occurs when retailers
discount SNAP benefits in order for recipients to convert their SNAP benefits
into cash (e.g., 50 cents on the dollar). Trafficking has decreased
significantly over the past 15 years. The first trafficking assessment in
1993 determined that $811 million in program benefits were trafficked in
fiscal year 1993. The most recent estimate, for the period 2006-2008,
determined that trafficking diverted $330 million in program benefits
annually, or roughly, one cent of each benefit dollar.
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The national implementation of electronic benefit transfer (EBT) as the
issuance system for SNAP instead of paper coupons is credited in large part
for the decrease in trafficking. Despite the significant decline in
trafficking, USDA continues to implement aggressive measures to improve
program integrity and detect and stop fraud.

SNAP uses a fraud detection system, the Anti-Fraud Locator for
Electronic Benefit Transfer Transactions (ALERT) system, to monitor
electronic transaction activity and identify suspicious retail grocers for
analysis and investigation. To continue strengthening our fraud detection
capabilities, USDA is redesigning the ALERT system with new, more advanced
technology and analytical tools available in the private sector. A primary
component in this redesign is engaging in continuous data mining efforts and
integrating the results of those efforts into the ALERT system. The
redesigned system is scheduled to be delivered to FNS for testing in 2012.

In addition, SNAP has a team of investigators across the country that
conduct on-site reviews of stores suspected of trafficking or of not
complying with program rules. 1In FY 2010, the Retailer Investigations Branch
(RIB) has conducted over 5,000 investigations. All RIB staff members are
involved in the process of enhancing the agency’s overall effort to combat
retailer fraud and manage retailers.

Third, FNS maintains a demonstrated Quality Control system that
measures errors that took place in the course of determining household
eligibility. State error rates, measured by the QC system, do not measure
fraudulent activity. They may or may not involve fraudulent actions by the
recipients, but more often than not, they are simply mistakes made during the
complicated process of eligibility determination. These errors do result in
financial losses {for overpayments) and financial gains {for underpayments)
to the Federal Government. FNS has diligently worked with States to improve
their error rates and achieved a record 95.64 accuracy rate in 2009.

“Payment accuracy” in SNAP refers to the Agency’'s efforts to ensure
that all eligible applicants are certified to receive the proper amount of
benefits.

USDA engages in multiple efforts to support payment accuracy in SNAP:

* Targets high issuance localities and high error rate States for
enhanced Federal intervention and technical support;

® Provides leadership through interactions with State policy decision
makers in multiple forums;

ates the commitment, involvement and collaboration among
ip at all levels;

* Fac
State partners and leaders

* Sponsors the National Payment Accuracy Work Group (NPAWG), a team of
experts from FNS national and regional offices, which convenes on a
regular basis to monitor and evaluate payment accuracy progress,
analyze error rate data, and exchange information on payment
accuracy best practices and pregram improvement strategies;

* Supports a State Exchange Program to fund State agency travel for
State to State sharing of successful strategies for improved SNAP
cperations and error reduction; and

* Works with States that incur payment error liabilities to structure
settlement agreements for new investment of portions of the
liability in activities specifically aimed at error reduction.
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Mr. Kingston: What is FNS currently decing to monitor WIC’s compliance
with provisions of the Improper Payments Information Act and PMA?

Response: In support of compliance with the Improper Payments
Information Act (IPIA), FNS conducts periodic, nationally-representative
studies of overpayments and underpayments related to two key areas of program
operations - vendor redemptions of WIC benefits, and certification of WIC
participants. Errors in either of these processes can result in improper
payments.

e The next study of WIC vendors is under procurement for award this year and
will provide data for 2012. To provide the annual estimates required by
the IPIA, FNS ages the data between these periodic studies using current
data from The Integrity Profile database maintained by WIC, which provides
the annual results of State investigations of WIC vendors.

¢ To measure certification errors among WIC participants, INS’s periodic
studies of a sample of WIC participants include in-home audits to confirm
certification status. The current Naticnal Survey of WIC Participants
will be released later this year and provide IPIA estimates of WIC
certification errors.

HONEST DISCUSSION ON IMPACT OF SAVINGS OR PROPOSED REDUCTIONS

Mr. Kingston: There has been a lot of misinformation going around
every time we suggest reductions to costs in any of the nutrition programs.
This week there was an article in the Op-Ed section of the New York Times
entitled: “Why We’re Fasting” by Mark Bittman. Mr. Bittman references the
proposed reductions in H.R. 1 passed by the House in February and states
“These supposedly deficit-reducing cuts — they’d barely make a dent — will
guite literally cause more people to starve to death, go to bed hungry or
live more miserably than are doing so now.”

This Subcommittee checked with USDA and we were assured that even at the H.R.
1 level for the Special Supplemental Nutrition Program for Women, Infants,
and Children, no current participants would lose benefits. USDA had
sufficient funding at this level. There were no reductions to mandatory
feeding programs and even in the Commodity Supplemental Food Programs - which
serves 96 percent elderly - FY10 had more funds available in unobligated
balances ($8 million) and prior year recoveries ($18.5 million) than the
total proposed reducticn for this program for H.R. 1.

For the record, can USDA inform the Subcommittee if anyone would “starve to
death” or even be prevented from participating in these programssat the
levels proposed in H.R. 1°?

Response: In both WIC and CSFP it 1s likely that the H.R. 1 level of
funding would result in people being prevented from participating in the
programs. H.R. 1 included $6.5 billion for WIC for FY 2011, which was about
$1.1 billion less than reguested in the FY 2011 President’s Budget. FNS
constantly monitors program participation and food costs to ensure that
estimates are adjusted according to the most recent data available.
Currently, participation in the program is relatively flat but food costs are
rising rapidly. We estimate that the H.R. 1 level of funding would support
approximately 9.065 million participants, which is less than the current
estimate for average annual participation in the program in FY 2011.
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H.R. 1 also included $151.7 million for the Commodity Supplemental Food
Program (CSFP), which is $20 million below the FY 2010 level and $25.1
million below the FY 2011 request. The tentative caseload assigned for
calendar year 2011 is 604,831, and current participation in the CSFP (through
January 2011) is approximately 581,000 per month. The funding provided by
H.R. 1 would support caselcad of approximately 524,000, which is a reduction
of approximately 81,000 from the caselcad level in 2010 and the tentative
assignment in 201l1. Thus, States would have to immediately cut caseload and
begin to reduce participation in the program as a result of the budget cuts
included in H.R. 1.

CONCERNS WITH THE NEWLY PROPOSED SCHOOL MEAL GUIDELINES

Mr. Kingston: We have heard that “The School Nutrition Association” a
group representing more than 50,000 of the nation’s cafeteria professionals
who provide low-cost meals to students across the country, sent formal
comments to USDA this week saying it objects to nearly every aspect of
proposed meal guidelines for the National School Lunch Program and the School
Breakfast Program. Specifically, this group believes that the proposal will:

(1) increase school meal costs without compensation;
(2} complicate administration of this national program; and,
{3) make it more difficult for industry to provide acceptable

products at reasonable prices.

In the re-autherization of the school lunch program, Congress increased
funding by six cents per lunch. The USDA now estimates that the proposed meal
guidelines will require 15 cents more for lunch and 51 cents more for
breakfast while there was not any additional allocation for breakfast.

Some believe that the increased costs to the School Lunch Program may have
some unintended consequences by unfairly raising prices on those children not
participating in the school lunch program or forcing those out who currently
pay a partially subsidized school meal.

Please provide a detailed response on the likelihood that USDA's attempt to
rapidly change the meal guidelines will raise costs to the participating
schools and force children out of the current program.

Response: USDA issued a proposed rule on January 13, 2011, to update
school meals based on the Dietary Guidelines for Americans and the
recommendations of the National Academies’ Institute of Medicine (IOM). The
proposed rule includes provisions requiring more fruits and vegetables in the
school menu and phases in whole grain and sodium reguirements, which are
likely to increase both food and labor costs. The estimated increases in
food and labor costs are about 14 cents for each reimbursable lunch and about
50 cents for each reimbursable breakfast in fiscal year 2015, the first year
of full implementation. As you noted, the Healthy, Hunger-Free Kids Act of
2010 provides a six cent increase in lunch reimbursements for those schools
that implement the new guidelines. The Congressional Budget Office (CBO)
estimated this change would increase Federal expenditures by over 53 billion
over the next 10 years. This is the first time in over 30 years that
Congress has provided for a non-inflationary increase in the reimbursement
rate.

Covering the increased costs estimated to implement the proposed rule
may be challenging for some schools. However, many schools are already
making progress using available resources. USDA has recognized over 640
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schools under the HealthiexrUS School Challenge (HUSSC) for voluntarily
offering more nutritious meals, including a variety of vegetables each week,
a variety of whole fruits, and whole grains. The HUSSC schools have
demonstrated an ability to operate cost-effective school meals programs that
emphasize many of the same foods required by the proposed rule. These
schools receive nc additional financial assistance from USDA beyond the
current meal reimbursement and USDA Foods.

In addition, there are various options schools can employ to meet
additional costs associated with the proposed rule. Those include:

e Take full advantage of Federal reimbursements, including the 6 cent per
meal increase provided by the Act;

s Ensure prices for a la carte foods covers the cost of those foods:;

s Offer nutritious but affordable food choices;

s Improve purchasing strategies, e.g., purchasing larger food guantities
at lower prices;

e Examine labor costs and find ways to make more efficient use of staff
time.

USDA remains cautiously optimistic that changes in the meal patterns
will be well received by students and their parents. Many of the other
provisions in the Act also support healthy school meals. We expect, in
concert with these other provisions, the meal pattern changes will receive
widespread community support.

Mr. Kingston: The proposed rule estimates that the increase in costs
for school breakfast will be approximately 50 cents by 2015 with no
additional resources to offset these costs. There will be an obvious impact
on scheool districts to fund this vital program. Is it likely that some
school districts will abandon the school breakfast program? If so, what is
USDA’s assessment of the percentage of districts that will abandon breakfast
if State and Federal financial conditions continue at their current state?

Response: We do not think it is likely that schools will abandon the
School Breakfast Program as a result of the changes in nutrition standards.
It is important to keep in mind that many schools in the program are already
making progress in improving meals using available resources. USDA has
recognized over 640 schools under the HealthierUS School Challenge (HUSSC)
for voluntarily offering more nutritious meals that include a variety of
vegetables each week, a variety of whole fruits, and whole grains. The HUSSC
schools have demonstrated an ability to operate cost-effective school meals
programs that emphasize many of the same foods required by the proposed rule.
While these schools receive a modest cash award to acknowledge their
accomplishment, they receive no additional cash assistance from USDA
supplementing the current meal reimbursement and USDA Foods.

Mr. Kingston: FNS has a difficult but vital role in balancing the
needs of school children who desperately need the nutritional elements
contained in school lunch and breakfast offerings. For many children, school
lunch and breakfast are the only sound, balanced meals they receive and so we
need to do our best to feed nutritious foods to the most needy. On a related
note, you have just published a proposed rule modifying the components of the
school lunch and breakfast program.
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Section III of the Supplemental Information of the published proposed rule
cites CDC data demonstrating the extent of the obesity problem in children.
It also cites the 2007 SNDA~II1 report to show that school meals still fall
short of the Dietary Guidelines for Americans goals related to saturated fat
and sodium. But the proposed rule does not report that school meals today are
better than other options available to children including brown bag, going
off campus or having parents bring fest food meals to the school, student
stores, and other options.

I am curious of your opinion of the current program and its nutritional
elements compared to some of the other alternatives such as brown bags and
off campus meals. Surely they canncot have the nutrition profile of today’s

school lunches I have the view that school meals are not the primary cause
of childhood obesity, nor can they be the sole solution.

I know that we have a seriocus cbesity problem among American children. Have
you determined to what extent is the obesity problem caused by the school
feeding programs you administer? I have been under the impression that the
school nutrition standards have progressively been raised over the years. How
can improved nutritional standards be blamed for a worsening obesity problem.
If the standards have not declined, I want to know what evidence you have
that the nutrition of school feeding is causing the obesity problem, rather
than what kids are eating when they are not in school or reduced activity
levels.

Response: With regard to the relationship between school feeding and
cbesity, it is important to think about these issues in the context of a
growing body of research examining the relationship between NSLP and othexr
nutrition assistance programs and cbesity.

A recent scientific review of the entire field concluded that “(tlhe
evidence doesn’t support the hypothesis that WIC and school nutrition
programs contribute to childhood obesity.”! Many factors affect low-income
families’ decision to seek asslistance, and many others affect the prevalence
of obesity. Some may influence beth. The weight of existing evidence
suggests that poverty is beth a reguirement to gqualify for many nutrition
assistance pregrams, and raises the risk of becoming obese.

Because the National Schoel Lunch Preogram reaches 32 million children
every day, and 1is targeted to low-income children who may face a higher risk
of weight problems, it is important that it be part of the solution to
childhood obesity.. For many children, the school meal is the most nutritious
food they eat all day. That’s why the changes made by the Healthy, Hunger-
Free Kids Act of 2010 are so important. It will allow USDA, for the first
time in over 30 years, the chance tc make real reforms to the school lunch
and breakfast programs by improving the critical nutrition and hunger safety
net for millions of children.

! Smith, Patricia, K. Obesity Among Poor Americans: Is Public Assistance the
Problem? Nashville, TN: Vanderbilt University Press, 2009 (page 132).
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Mr. Kingston: Your proposal dramatically rewrites the nutritional
requirements for the school feeding programs, far beyond the statutory
directions. Is pizza the most popular school lunch entree served?

I am told that school lunch suppliers cannot produce a pizza today that meets
the sodium restrictions you propose to mandate. Your sodium proposals would
mandate sodium reductions that the IOM report said should be "assessed" a
decade or so from now. This is not just added sodium, but the sodium that
occurs naturally in foods like milk would take much of the sodium allowance
you would mandate.

Beyond that, you would change the rules so credit would not be given for the
actual tomatoes that make up the tomato paste in a pizza. That was not
recommended by the Dietary Guidelines or the IOM report. Please inform the
Committee of what problem you are solving by changing the crediting of tomato
paste, why you would mandate what the IOM report said should be considered in
future years, and how you envision school lunch working once you have
eliminated the most popular menu item?

Response: In section 201 of P.L. 111~296, the Healthy, Hunger-Free Kids
Act of 2010, Congress required the USDA to issue new meal patterns based on
the recommendations made by the Food and Nutrition Beard of the National
Research Council of the National Academy of Sciences. Cur proposed standard
hews closely to those recommendations.

Data from the School Nutrition Dietary Assessment Study III show that
in School Year 2004-05, over 20 percent of National Scheol Lunch Program
(NSLP) participants reported consuming pizza for lunch at schoecl in the
previous 24 hours - more students than any other combination entrée (such as
sandwiches and hamburgers). Although these are figures for NSLP participants
only, the pizza may have been purchased as an & la carte item in some cases.

We know that pizza is a popular choice among children and the proposed
rule does not eliminate pizza from scheool menus. In fact, pizza is included
in IOM's sample menus provided in Appendix O of the report. However, to fit
into the revised meal pattern, pizza would need to be a more healthful
version than what may be served in some schools - for example, containing
whole-grain crust; low-fat, low sodium cheese; and lean meat. In particular,
the sodium reguirement is intended to be met on average over the course of a
school week. This means that the sodium content of one meal could exceed the
standard, as long as the average sodium content for the week meets the
standard. Therefore, pizza can certainly fit into school menus but, in some
schools, either a more nutritious pizza may need to be offered or the
frequency in which pizza is offered may need to be reduced to meet standards.

The IOM report clearly recommends that the final sodium targets be
fully achieved by the year 2020 (p. 111; Table 7-3, p. 122). Given that the
committee’s intent was to allow ten years for step-wise reduction, FNS
revised the date to ten years post implementation of the final rule. USDA
will support schools' sodium reduction efforts by continuing to provide
training and technical assistance to program operators. USDA will also
centinue to monitor sodium consumption through the School Nutrition Dietary
Assessment studies and the National Health and Nutrition Examination Survey,
What We Eat in America.

To be consistent with the Dietary Guidelines for Americans (DGAs), the
Food and Nutrition Service (FNS) is moving away from “exceptions” in
crediting in schools meals. Historically, tomato paste has been credited
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differently than other fruit and vegetable pastes and purees. The DGAs do
not support this exception. The only crediting exceptions supported by the
DGAs are: (1) leafy greens are credited for half the volume served, and (2)
dried fruit is credited for twice the volume served. This proposed change
provides consistency in how all fruit and vegetable concentrates, purees, and
pastes are credited.

Mr. Kingston: The proposed rule acknowledges that it will have a
significant impact on a substantial number of small entities. More than half
of all school districts have fewer than 1,000 students. The additional
burdens on them both administratively and financially may result in their
inability to continue to participate in the programs. This loss of sponsors
will harm the very children the proposed rule is supposed to help. If that
is the case, whom is this proposal supposed to be benefitting?

Response: The changes in the proposed rule are intended to improve
children’s diet by increasing their consumption of vegetables, fruits, whole
grains, and fat-free/low~fat milk, as recommended by the Dietary Guidelines
for Americans and mandated by Congress in the recently-passed Healthy,
Hunger-Free Kids Act of 2010. USDA believes these important improvements can
be reached without any substantial loss of school or student participation.
Over 640 schools, including many small schools, have already made a
significant move toward these requirements, with no additional reimbursement,
by participating in the HealthierUS School Challenge.

USDA will provide many forms of assistance to help schools meet the new
requirements. The Healthy, Hunger-Free Kids Act of 2010 provides a 6-cent
reimbursement rate increase for lunches for schools meeting the new meal
patterns and nutrition standards. The legislation also includes significant
new tools to put additional non-Federal revenue into the school food service
account te help schools pay for healthier meals. Furthermore, USDA is
working to develop professional standards for school food service directors
and annual training for schocl food service staff which is expected to
enhance the ability of schools to administer the foodservice operation
efficiently.

USDA also has a structure in place to provide technical assistance to
program operators to facilitate compliance with the new meal patterns and
nutrition standards. Team Nutrition provides practical guidance and technical
assistance materials to program operators, and the National Food Service
Management Institute provides technical assistance and training programs.

In addition, USDA will closely monitor implementation of the new
requirements and any potential impact on Program participation.

Mr. Kingston: Given the extensive nature of this proposed rule, what
data do you have regarding the impact on the cost and school lunch
participation? In the proposed rule, the Agency seems to recognize that
decreased participation is a possibility, but then seem to discount the
effects decreased participation will have not only on the finances of school
meal programs, but on student health when the vegetables are discarded and
wasted. Considering the possible dramatic decrease in participation and
increase in waste, 1s it likely that your projected costs are underestimated?
Have you tested the changes in the proposed rule in a representative sample
of schools in different areas around the country to gauge the impact of such
2 dramatic change on a sensitive population?
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Response: A recent USDA study (School Nutrition Dietary Assessment
Study III) found that participation was not significantly different in
schools that offered more fresh fruits and vegetables, and meals with
relatively fewer calcories from fat, than other schools. Our analysis of the
impact of the proposed rule also notes that the majority of school
foodservice directors reported no change in food waste {with the exception of
cooked vegetables) in response to menu changes following introduction of the
USDA’s School Meals Initiative for Healthy Children.

We expect that schools will work to introduce additional fruits,
vegetables, whole grains, and reduced-fat daliry products in ways that win
acceptance from students, with the goal of maintaining participation, and
preserving the Federal revenue tied to reimbursable meals. Nutrition
education will also play a part in successful introduction of the proposed
standards. Schools are already engaged in that effort; since scheol yesar
2006-2007, all schools have established or are implementing local wellness
policies that encourage healthy eating, among other goals. These steps are
expected to facilitate the transition to the proposed meal standards and
support student acceptance of new menu items.

Given the Congressicnally-mandated schedule for implementation, the
USDA will not pilot test the new standards prior to publication of a final
rule. However, 640 schools from 41 States have been certified under the
USDA's HealthierUS School Challenge as of March 30, 2011. These schools have
voluntarily adopted school meal standards comparable to many of the
requirements of the proposed rule. These schools demonstrate that better
nutrition can be part of a successful school meals program. It is also
worthwhile to note that these schools have accomplished this feat without any
additional Federal reimbursement.

We recognize that student acceptance of the proposed meal standards
remains uncertain, at least in the short term. Our impact analysis for the
proposed rule models the effects of both lower and higher student
participation than our primary estimate. These estimates, along with our
primary estimate, are contained in the proposed rule document that was made
available for public comment. FNS will review all comments received on both
the rule and the assumptions behind our cost estimate as we develcop & final
rule.

Mr. Kingston: As required in the National School Lunch Act, the rules
for the programs must reflect the most recent Dietary Guidelines for
Americans.

(B} RULES.-—Not later than 2 years after the date of enactment of this
paragraph, the Secretary shall promulgate rules, based on the most
recent Dietary Guidelines for Americans, that reflect specific
recommendations, expressed in serving recommendations, for increased
consumption of foods and food ingredients offered in schoel nutrition
programs under this Act and the Child Nutrition Act of 1966 (42 U.S$.C.
1771 et seqg.). (Sec. 9. Pg. 3-12).

{1} NUTRITIONAL REQUIREMENTS.-Except as provided in paragraph (2), not
later than the first day of the 1996-1997 school year, schools that are
participating in the school lunch or school breakfast program shall
serve lunches and breakfasts under the program that— (A) are consistent
with the goals of the most recent Dietary Guidelines for Americans
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published under section 301 of the National Nutrition Monitoring and
Related Research Act of 1990 (7 U.S.C. 5341). (Sec. 9. Pg 3-31).

The 2010 Dietary Guidelines for Americans recommend average intakes of 5 cups
starchy vegetables per week {(in a 2000 calorie diet)[ii] compared with the
2005 Dietary Guidelines for Americans (average 3 cups/week in a 2000 calorie
diet)[iii]. While I recognize that the 2005 DGAs were the most recent DGAs
available to USDA during the development of the proposed rule “Nutrition
Standards in the National School Lunch and School Breakfast Programs”, I view
this change in starchy vegetables recommendations as significant and dictates
reconsideration of the starchy vegetable limitations in the proposed rule.

What does USDA assume as it relates to the potential impact of the change in
recommendations from the 2005 DGAs? You did request comments on the 2010
recommendations on the red-orange vegetable subgroup and the new protein
foods subgroup? Why is it that USDA did not at the same time consider the
changes 1in the starchy vegetables subgroup recommendations in the 2010 DGAs
in a similar manner?

Response: The addition of a new red-orange vegetable subgroup and
subsequent reorganization of all the vegetable subgroups resulted in changes
to recommended intake amounts in many vegetable subgroups from the 2005 to
2010 Dietary Guidelines for Americans {(DGAs). 1In addition to the limits on
starchy vegetables, the recommended intakes from the dark green and dry beans
and peas {legumes) subgroups are lower in the 2010 DGAs. Despite the
recommended intake being lower in 2010, a key recommendation of the 2010 DGAs
is to “Eat a variety of vegetables, especially dark-green and red and orange
vegetables and beans and peas.”

In a review of the Schocl Meal Programs, the National Academies’
Institute of Medicine (IOM) expert panel exanmined data on the dietary needs
of schoolchildren and determined that consumption of starchy vegetables,
including white potatoes, meets or exceeds the intake recommendation for this
vegetable subgroup. The IOM report cited Health and Nutrition Examination
Survey (NHANES) data which indicate that vegetable consumption by children is
very low, with the excepticn of white potato consumption. Thus, the IOM
expert panel recommended a greater amount and variety of vegetables at lunch,
and starchy vegetables served less often.

The proposed lunch meal pattern, bkased on the recommendations made by
the IOM, limits all starchy vegetables to a maximum of one cup per week.
USDA anticipates that parents and students will ultimately appreciate the
value of nutritionally improved school meals and that, with repeated
exposures and high-guality food preparation, students will learn to value the
greater variety of vegetable items offered in the proposed meal patterns.

Mr. Kingston: The proposed rule acknowledges that it will have a
significant impact on a substantial number of small entities. More than half
of all school districts have fewer than 1,000 students. The additional
burdens on them both administratively and financially may result in their
inability to continue to participate in the programs. This loss of sponsors
will harm the very children the proposed rule is supposed to help. If that
is the case, whom is this proposal supposed to be benefitting?

Response: The changes in the proposed rule are intended to improve
children’s diet by increasing their consumption of vegetables, fruits, whole
grains, and fat-free/low-fat milk, as recommended by the Dietary Guidelines
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for Americans. USDA believes these important improvements can be reached
without any substantial loss of school or student participation. Over 640
schools, including many small schools, have already made a significant move
toward these reguirements, with no additional reimbursement, by participating
in the HealthierUS School Challenge.

USDA will provide many forms of assistance to help schools meet the new
requirements. The Healthy, Hunger-Free Kids Act of 2010 provides a 6é-cent
reimbursement rate increase for schools that meet the new meal patterns and
nutrition standards. Furthermore, USDA is working to develop professional
standards for school food service directors and annual training for school
food service staff which is expected to enhance the ability of schools to
adninister the foodservice operation efficiently. USDA also has a structure
in place to provide technical assistance to program operators to facilitate
compliance with the new meal patterns and nutrition standards. Team
Nutrition provides practical guidance and technical assistance materials to
program operators, and the National Food Service Management Institute
provides technical assistance and training programs.

USDA will closely monitor implementation of the new requirements and any
potential impact on Program participation.

WIC ELECTRONIC BENEFIT TRANSFER

Mr. Kingston: The Recovery Act provided $100 million for WIC
Management Information Systems. Between FY 2009 and FY 2010, USDA obligated
this full amount. The Department now seeks funding of $60 million from
within the total funding to pay for more WIC management infermation systems
and funds to pay for States to meet the October 1, 2020 deadline to
transition all of WIC transfers to the Electronic Benefits Transfer process
(i.e., fully electronic transfers). USDA spent hundreds of millions of
dollars prior to and after the Food Stamp EBT implementation.

Why can’t the WIC program benefit from the EBT investments in the states
already in place since USDA serves up to 45 million people & month via this
process”?

Response: We have learned a great deal from the SNAP implementation of
EBT, which was completed nationwide in 2004, but there are significant
differences between SNAP and WIC and how their EBT systems must work. Some
of the SNAP providers are now supporting online WIC EBT and we work closely
with our counterparts in SNAP whenever appropriate. For example, we have
adapted technical standards from the SNAP EBRT implementation for use within
WIC EBT. However, there are several key differences between the SNAP and WIC
Programs that reguire additiocnal investment to implement the WIC EBT mandate
by 2020.

WIC benefits are provided to participants as a food prescription such
as seven gallons of milk, two pounds of cheese and four boxes of cereal. As
the WIC participant shops, the food items are deducted from this EBT
prescription. 1In contrast, SNAP EBT benefits are dollar-based and somewhat
simpler to handle in the retail and payments systems. This key WIC
difference reguires updates in the software that handles a WIC transaction in
the store lane and also in the commercial electronic payment systems operated
in the United States.
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WIC State agencies operate different clinic Management Information
Systems than the SNAP agencies operate. Each of these separate systems
maintains information regarding the families and individuals who participate
that must be linked to the EBT systems to allow for an electronic delivery
process.

Mr. Kingston: Please provide the total amount of funds spent on WIC
MIS in total as well as by state and territory. Provide data for fiscal
years 2007 through estimated 2011 and estimated 2012.

Response: The table below summarizes the total Management Information
System (MIS) grant amounts awarded to WIC State agencies for fiscal years
2007 - 2010. At this time, FNS has not awarded MIS grants for fiscal year
2011. Grant estimates for fiscal years 2011 and 2012 are discussed below.

Fiscal Year TOTAL MIS Grants
2007 $2,209,433
2008 $5,191, 507
2009 * $87,909, 434
2010 $35, 689, 844

* Source of funds: American Recovery and Reinvestment Act {ARRA)

For fiscal year 2011, we anticipate the award of approximately $10-15
million for MIS projects. The funds will be awarded based on approved
projects for system upgrades, replacements and EBT readiness activities. The
$10-15 million for MIS, coupled with the estimated totals for EBT funding
requests, should fully obligate the $35 million that is currently in the
Continuing Resclution for fiscal year 2011.

We are currently projecting that the MIS funding requests for fiscal
year 2012 will total $30-35 million. The MIS funding estimates, coupled with
the estimated totals for EBT funding requests, should fully obligate the 560
million requested in the President’s budget for fiscal year 2012.

State by state grant awards are listed for fiscal years 2007-2010 in
the chart below.
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MIS Grants Awarded to WIC State Agencies

State Agency FY 2007 FY 2008 FY 2009 FY 2010

| NORTHEAST REGION B B - ]

Connecticut $391,270

Maine $380,000 $1,484,356

Massachusetts $909, 000

New York $5,092,278

Rhode Island $147,488

Vermont $410,215

Regional Total $0 $380,000 58,434,607 50
MID-ATLANTIC REGION: . : .

Delaware $5,000,000

Washington, DC $282,421

New Jersey $1,349,414

Pennsylvania $756,167

Puerto Rico $421,250

Regional Total $0 $0 $7,809,252 50
SOQUTHEAST REGION o S

Flerida $3,874,445

North Carolina $2,500,000 $17,276,448

Tennessee $481,720

Regional Total $0 $2,500,000 §21,632,613 $0
‘MIDWEST REGION R i

Illincis $5,504,551

Minnesota $2,935,346

Wisconsin $401, 800

Regional Total $0 30 $8,841,697 $0
SOUTHWEST REGION = o ;

Arkansas $800,000 $262,500 $400,433 $93,088
Louisiana $576,302

New Mexico $1,861,490

Texas $10,826,705 $28,802,826
Chickasaw, OK $304,473 $716,509 $2,920,091 $3,380,132
Regional Total $1,104,473 $979,009 $16,585,021 $32,276,046
MOUNTAIN PLAINS REGION. . ) S o s

Colorado $248, 960 $400,000 $1,022,022 $472,970
Kansas $6,285,855 $460,091
Missouri N $421,000 $497,498 $1,630,769 $93,008
Montana $435,000 $435,000 $426, 000 $190,575
Nebraska $182,700

North Dakota $68,4975

South Dakota 31,907,672

Utah $206, 000

Regional Total $1,104,960 | §1,332,498 | S$11,729,993 §1,216, 645
WESTERN REGION . . . .

Alaska $2,487,150 $447,768
Arizona $2,952,662 1,749,385
California $4,405, 661

Hawail $250, 000

Idaho $2,556,978

Oregon $223,800

Regional Total $0 $0 $12,876,251 $2,197,153
GRAND TOTAL R $2,209,433 $5,191,507 $87,909,434 $35,689,844
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Mr. Kingston: Please provide the total amount of funds spent on WIC
EBT in total as well as by state and territory. Provide for fiscal years
2007 through estimated 2011 and estimated 2012.

Response: The table below summarizes the total Electronic Benefits
Transfer (EBT) grant amounts awarded to WIC State agencies for fiscal years
2007 - 2010. At this time, FNS has not awarded EBT grants for fiscal year
2011. Grant estimates for fiscal years 2011 and 2012 are discussed below.

Fiscal Year TOTAL EBT Grants
2007 $5,198,828
2008 $3,890,207
2008 * $11,976,412
2010 $23,314,825

*Source of funds: American Recovery and Reinvestment Act (ARRA)

For fiscal year 2011, we anticipate the award of approximately $20-25 million
for EBT projects. The funds will be awarded to current EBT projects with
additional funding needs, new EBT planning activities and implementation
projects. The $20-25 million for EBT, coupled with the estimated totals for
MIS funding requests, should fully cobligate the $35 million that is
appropriated for fiscal year 2011.

We are currently projecting that the ERT funding requests for fiscal year
2012 will total $30-35 million. This estimate anticipates that WIC State
agencies currently planning for EBT will be ready to begin implementation
activities in 2012. The EBT funding estimates, coupled with the estimated
totals for MIS funding requests, should fully obligate the $60 million that
is requested in the President’s budget for fiscal year 2012.

State by state grant awards are listed for fiscal years 2007-2010 in the
chart below.
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WIC EBT Grants 2007 through 2010

State Agency FY 2007 FY 2008 FY 2009 FY 2010
NORTHEAST  REGION S R
Connecticut $290Q,950
Maine $226,748
New York $400,000
Rhode Island $255, 585
REGIONAL TOTAL 81,173,283
MID=ATLEANTIC REGION SRy :
Delaware $250, 000

Dist. Of Columbia $300, 000

Pennsylvania $462,264

Virginia $285,000 $585,822 $6,033,196
West Virginia $1,848,049
REGIONAL TOTAL $285,000 $1,598,086 $7,881,245
SQUTHEAST REGION v

Alabama $218,513

Florida $150, 000

Kentucky $2,142,315 $1,964,451 $2,582,070 $7,732, 386
REGIONAL TOTAL $2,142,315 $2,114,451 $2,800,583 $7,732,386
MIDWEST REGION i .

Indiana $40, 000
Illinois $623,016

Wisconsin $122,437 $122,438

REGIONAL TOTAL 5122,437 $745,454 $40,000
SOUTHWEST REGION

Arkansas $165,000

Chickasaw, OK $997,714 $1,486,339 $1,495,887
Louisiana

New Mexico $550,823 $1,045,000

Oklahoma $1,725,188
Texas $1,300,000 $950, 0600

REGIONAL TOTAL $1,850,823 $1,162,714 $3, 481,339 $3,221,075
MOUNTAIN PLAINS AT

REGION .

Colorado $444,066

Iowa $388,897
Missouri $300,000

Montana $294,999

Wyoming $66,125 $644,035 $150,378
REGIONAL TOTAL 566,125 $1,683,100 $539,275
WESTERN REGION )

Alaska $133,089
California $389,000
Michigan 3854, 565 $490, 605 $495,253
Nevada 51,500,000

Oregon $167,850

Washington 51,710,219
REGIONAL TOTAL $854,565 $490,605 $1,667,850 $2,727,561
GRAND TOTAL: $5,198,828 $3,890,207 ] 811,976,412 $23,314,825
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Mr. Kingston: Please provide an explanation as to the difference
between funds designated for MIS projects and funds designated for EBT
projects.

Response: WIC State agencies typically utilize two computer systems
when providing participants with electronic access to program benefits. The
two systems, the certification system (MIS) and the EBT system, are highly
interdependent. For budgetary purposes, MIS and EBT funding are requested
under the budget line item “Management Information Systems”.

WIC State agency management information systems (MIS) are used by WIC staff
working directly with recipients at local agencies and WIC clinics to record
information necessary for enrollment and participant certification. FNS has
developed a standard set of functional reguirements for MIS systems to
include: participant certification, nutrition education, food benefit
issuance, food benefit redemption and settlement, financial management,
caseload management, operations management, vendor management, scheduling,
and reporting. As these systems are quite complex and must support EBT, many
current systems must be upgraded or replaced at significant cost.

Electronic benefit transfer (EBT) systems permit electronic access to WIC
Program benefits and interface with a State agency’s MIS. Typical system
implementation costs include initial software and programming costs,
equipment and card costs, and contractor and staffing costs.

Mr. Kingston: How much will it take to move all WIC programs to one
EBT system so that USDA can do a better job of monitoring this program,
reduce chances for fraud, and streamlining the cost of delivery?

Response: Due to the WIC Program’s unique State agency administration
and funding structure, it is not feasible to move all WIC Programs to one EBT
system. Both EBT online (magnetic stripe card technology) and offline {smart
card technology) implementations are in operation today. We are technology
neutral, allowing State agencies to decide which technology to implement
based on their individual requirements, technology direction, stakeholder
input, and cost analysis. FNS continues to develop and promote the use of
WIC EBT technical standards and system operating rules to facilitate the
standardization of EBT technology, to streamline the cost of delivery, and to
improve program monitoring. Both technologies =~ online and offline ~ reduce
chances for fraud and streamline the cost of delivery as compared to current
paper-based systems.

SNAP BENEFITS AND FAST FOOD OPTION

Mr, Kingston: I have seen reports that USDA allows the SNAP
participants in Michigan, Arizona and parts of California as well as the
Commonwealth of Puerto Rico to access food via fast food restaurants.

Since the Department has often linked fast food with obesity, why would you
allow for this option?

Response: The Food and Nutrition Act allows States the option to
administer a restaurant program only for elderly and disabled SNAP clients
and their spouses, and for the homeless. Michigan, Arizona, California, and
Puerto Rico currently run such programs.
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There are currently no statutory rules reguiring healthy meals, or that
set eligibility criteria relative to the types of restaurants that may
participate in the program. States can, however, choose to limit
participating restaurants to ensure that selected locations meet the needs of
the targeted client population.

USDA shares the concerns regarding the healthfulness of the foods
offered under current State programs. Some advocates support the restaurant
rogram as an access measure for populations unable to prepare meals at home,
such as the elderly, disabled, and homeless populations.

USDA is reviewing opportunities to enhance this portion of the Program
such that it better serves the purpose of the Program and meets the needs of
the population it is intended to serve.

Mr. Kingston: If the program is restricted to specific populations,
what controls are in place to limit participation only to these groups?

Response: State Agencies are reguired to ensure that only eligible
clients (elderly, disabled, or homeless SNAP clients) use their benefits at
authorized restaurants.

All States operating a restaurant program, as well as Puerto Rico, have
implemented or will implement an EBT systems solutien that assures only
eligible clients use their benefits at participating restaurants.
Specifically, an eligible client’s EBT account has a restaurant indicator
tied to it and is validated at the time the transaction is authorized.
Transactions attempted with cards from ineligible clients will not be
approved at the point-of-sale.

Florida, which is operating only a restaurant pilot that consists of
less than 10 participants in small geographic area, is the only exception.
Due to the limited circumstances of the pilot, Florida has not implemented
EBT system controls due to the cost. Instead, Florida issues and requires
that special restaurant-eligible identification cards be checked by
participating restaurants at point-of-sale. FNS would work with Florida to
ensure that controls are in place should they opt to expand their pilot.

Mr. Kingston: Does USDA plan to expand use of this option now.or in
the future?

Response: The Food and Nutrition Act allows States to operate
restaurant programs at their option.

USDA shares the concerns regarding the healthfulness of the foods
offered under current State programs. Some advocates support the restaurant
program as an access measure for populations unable to prepare meals at home,
such as the elderly, disabled, and homeless populations.

USDA is reviewing opportunities to enhance this portion of the program
such that it better serves the purpose of the Program and meets the needs of
the population it is intended to serve.
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CONNECTIONS BETWEEN INTERNATIONAL FOOD AID AND U.S. DOMESTIC FEEDING PROGRAMS

Mr. Kingston: I have mentioned a book called “Dead Aid” by Dambisa
Moyo in a number of hearings. The gist of the message from her book is that
feeding programs in Africa have contributed to a dependency environment where
recipients of food aid depend on aid and fail to engage in more
entrepreneurial efforts.

Has USDA or corganizations outside of USDA conducted any studies that would
lead the Department to believe there is a link between expanded nutrition

programs and a disincentive for adult participants to exit nutrition
assistance programs?

Response: USDA -has conducted econometric simulation studies that
specifically examine the relationship between SNAP participation and work
hours. For female-headed households, the largest demographic segment of SNAP
households, the work-effort and program-participation responses of
participating women to changes in non-labor income, including changes
attributable to expanded SNAP eligibility, are relatively small. It is worth
noting that differences in household characteristics, such as education and
the presence of a preschool child had much larger effects on hours of work.

Other program statistics indicate that nutrition assistance does not
generally function as a disincentive to work. In 2009, almost 30 percent of
SNAP households had earnings. Based on the most recent available data, half
of all new SNAP households leave the program within 8 months.

Food aid to Africans who live in subsistence conditions may have a
different impact than nutrition assistance to low-income Americans who must
still obtain income to cover shelter, medical, utility and transportation
costs.,

WIC APPROVED FOODS, CNPP, AND INVOLVEMENT WITH FTC ADVERTISING PROPOSAL

Mr. Kingston: The Report accompanying the FY 2009 Appropriations Act
called for the establishment of a Interagency Working Group - consisting of
USDA/CNPP, Federal Trade Commission (FTC), FDA and CDC -- to study and make
recommendations for marketing foods to kids 17 years old or younger.

In December 2009, FTC issued a proposal that industry feels would restrict
the advertising of peanut butter and jelly, soups, salads, yogurts, and most
breakfast cereals, including Cheerios.

What I find most interesting is that some of these foods are approved for
purchase under the WIC program. So can you explain to me why the double
standard? Why would USDA approve of foods under a nutrition program for the
most need population and then turn around and recommend the ban on
advertising of these products?

Response: The 2009 Omnibus Appropriations Act included a provision
calling for the FTC to establish an Interagency Working Group on Food
Marketing to Children, made up of members from FDA, CDC, USDA, and FTC. The
charge to the FTC-led Working Group, which officially convened in May 2009
was to conduct a study and develop recommendations for voluntary standards
for the marketing of food targeted to children ages 17 years old or younger.

In light of the increasing trends for childhood obesity, the Working
Group was directed to consider positive and negative contributions of
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nutrients, ingredients, and food, including calories, portion size, saturated
fat, trans fat, sodium, added sugars, and the presence of nutrients, fruits,
vegetables, and whole grains, to the diets of children. The scope of the
media to which such recommendations apply also had to be determined.

The guidance provided to the Working Group was to complete its work and
deliver by July 2010 a report containing its findings and recommendations.
Further guidance was to ensure public input on the proposed recommendations
for the voluntary standards.

Over the past 22 months, the FTC-led Working Group met regularly to
assess the science, examine the components of voluntary efforts employed by
various organizations already, and work through scenarios related to
individual foods and foods marketed as meals. The goal was to ensure the
science base supported a common sense approach.

FTC held a public meeting to gather input on initial thinking of the
Working Group in December 2009; the nutrition principles and criteria
presented at the meeting were previewed to solicit input. Based on views
expressed, the Working Group continued to further refine the criteria to meet
the charge.

Delays were encountered in meeting the July 2010 report date with the
need to perform complex food modeling exercises to test the effects of
potential criteria on foods currently marketed to children younger than age
17, as well as to work through approaches for marketing individual foods and
multi~component meals. Such analyses helped ensure that there is a common-
sense approach to allowing healthier versions of foods, e.g., no-salt peanut
butter, low-fat milk and low-fat yogurt, eggs, and Cheerics, and some
healthier kid's meals, to be advertised.

The FTC-led Working Group is nearing completion of a set of
recommendations for proposed voluntary nutrition principles to guide industry
self-requlatory efforts to improve the nutritional profile of foods that are
most heavily marketed to children. The recommendations include nutrition
principles and nutrient criteria for deciding what foods are eligible for
marketing, as well as proposed definitions of marketing activities targeting
children and adolescents to which the nutrition principles would apply.

Under FTC’s lead, the recommendations will be made public later in
spring 2011 for comment on the criteria and the impact that they are likely
to have on children’s food marketing and their diets if fully implemented.
The Working Group will consider the input in developing its final
recommendations to Congress, targeted for fall 2011.

SNAP: HOUSE BUDGET COMMITTEE'S FY 2012 BUDGET PROPOSAL

Mr. Kingston: ©On April 4, 2011, the Budget Committee of the House of
Representatives issued its “Path to Prosperity FY 2012” long term budget
plan. Among the diverse statements and positions, the report noted that
“[f]ederal spending on food stamps has guadrupled over the past ten years.”
The report goes on to say that the welfare reforms of the 1990s were
successful because “.the best welfare program is one that ends with a job and
a stable, independent life for the individual.” For those individuals on
SNAP without a full-time job or even a part-time job, what has USDA done to
leverage the use of Federal education and job-training programs to help SNAP
or cther nutrition assistance participants?
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Response: The Supplemental Nutrition Assistance Program (SNAP)
responds rapidly to address the economic needs of low-income families. When
the economic conditions worsen, family income tends to worsen, which tends to
translate into more people becoming eligible for assistance through SNAP. It
makes sense that participation, and subsequently Federal expenditures, would
rise in the past several years given the severity of our economic downturn.

Additionally, work is an integral part of the Supplemental Nutrition
Assistance Program (SNAP) and has been since 1971. The Food and Nutrition
Service (FNS) administers the SNAP employment and training (E&T) program
nationwide, provides technical support to State agencies, and funds E&T
operations through allocation of a Federal E&T grant each fiscal year.
Participants in SNAP who are not specifically exempted by statute must
register for work; participate in the E&T Program if assigned; participate in
workfare if assigned; keep the State agency informed of their employment
status and availability for work; report to an employer if referred by the
State agency, and accept an offer of employment; and not voluntarily quit a
job of 30 hours or more a week or reduce their work hours to less than 30
hours a week without good cause.

All 53 State SNAP agencies operate an E&T program to help job-ready
SNAP recipients find work and assist others to gain skills, training, or
experience that lead to employment. In FY 2010, 29 percent of SNAP
recipients were registered for work and a total of 11.4 million SNAP
recipients were subject to E&T participation.

FNS provides flexibility in the design of E&T programs so that States
may determine what services best fit with local needs. State agencies choose
the components that make up their E&T programs. Program components include
job search training and support, independent job search, workfare, basic and
educational programs as well as vocational and technical training, work
experience or training, and self-employment training.

States must deliver their E&T components through their statewide
workforce investment systems if available. Through the “One-Stop” system, a
variety of job training, education, and employment services are available to
customers, including SNAP recipients, at a single convenient location.

In response to the economic downturn, many States agencies are
transforming their E&T programs from what was historically a job search or
job readiness program to an educational program that responds to the
demographics of the newly unemployed or under-employed. States agencies are
working closely with private and public education and training providers.

Mr. Kingston: The “Path to Prosperity FY 20127 also makes a proposal
to convert SNAP intc a block grant program tailored to each state's low
income population, indexed for inflation starting in FY 2015. SNAP benefits
would be contingent upon work programs or Jjob training for able bodied
participants.

Please provide the Committee with a detailed assessment of potential benefits
as well as potential shortcomings of such a program. Which USDA organization
or non-governmental organization would be best suited to provide an
independent assessment of this proposal?

Response: To date, there is only a general description of the block
grant alternative to SNAP that would be included in the “Path to Prosperity”
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proposal, making it difficult to provide a detailed assessment. However,
some broad comparisons may be drawn between the current SNAP and a block
grant alternative.

SNAP’s national eligibility requirements respond gquickly and
consistently to changing economic conditions, whether national in scope or
within specific regions or localities. The program expands to meet increased
need when the economy is in recession and more eligible people participate
and contracts when the economy is growing. Benefits automatically flow to
communities, States, or regions of the country that face rising unemployment
or poverty and associated need, making sure that food gets to people wheo need
it as well as much needed resources to the community.

Block grants generally cannot ensure this quick responsiveness. The
fixed funding common to most block grants means that when economic conditions
worsen, either statewide or in specific locales, there is no built-in
mechanism to provide benefits to the newly needy without reducing benefits
for others already receiving assistance. In addition, “tailoring”
eligibility requirements to specific States would create inconsistencies in
the program’s response to changing ecconomic conditions.

Making SNAP eligibility contingent on work programs or job training has
long been a component of the current Program. Specifying what those
requirements are is independent of a block grant formulation, although
ensuring the necessary funds for such training is not.

Several non-partisan corganizations are currently reviewing the
proposal. The Government Accountability Office, the Congressional Budget
Office, or the Congressional Research Service are other options available for
an independent assessment.

Mr. Kingston: What would be the difference between what is proposed by
the House Budget Committee and what is currently in place for Puerto Rico’s
NAP?

Response: To date, there is only a general description of the block
grant alternative to SNAP that would be included in the “Path to Prosperity”
proposal, making it difficult to provide a detailed comparison to the Puerto
Nutrition Assistance Program (NAP). A description of the structure and
administration of the Puerto Rico NAP is therefore provided.

Puerto Rico receives a fixed block grant that pays for 100 percent of
benefits and 50 percent of administrative costs for the NAP. The amount of
Puerto Rico’s grant amount is tied to changes in the Thrifty Food Plan (TFP).

Puerto Rico designs its own set of program rules and eligibility
criteria to stay within the capped block grant amount. NAP eligibility
criteria are similar to, but generally lower, than those used in SNAP.

NAP includes only a minimal work requirement. Able-bodied adults that
work fewer than 25 hours each week must perform three attempts at finding a
job. Puerto Rico provides 75 percent of benefits in electronic form to be
used in authorized stores and 25 percent are provided in cash though ATM
machines. Puerto Rico operates a Nutrition Education Program. Puertc Rico's
Plan of Operation for the NAP is negotiated with and approved by the Food and
Nutrition Service.
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Mr. Kingston: Please provide a table showing a breakout of how the
employment and training funds were spent to include fiscal year 2008 through
2010 actuals and plans for fiscal years 2011 and 2012.

Response: The information is provided for the record.

{The information follows:]

FEDERAL E&T EXPENDITURES
NON-DEPENDENT
FISCAL ABAWD $20 50% ADMIN TOTAL FEDERAL
E&T 100% DEPENDENT CARE CARE PARTICIPANT
YEAR MILLION REIMBURSEMENT FUNDS EXPENDED
REIMBURSEMENTS
2008 $79,404,865 $16,597,180 $156,292, 566 $32,168,144 $35,875,177 $300, 338,932
2008 $78, 685,612 $19,111,617 $163,882, 551 $13,812,670 537,643,640 §313,236,000
2010 $89,285,629 $19,876,561 $169,742,370 $1§,032,000 $46,4844,736 $344,381,296
2011 {EST} 395,000,000 $20, 000,000 $205,311,000 522,635, 0060 $50, 000,000 $3562,946,000
2012 (EST} 595,000,000 $20,000,000 $211,265,000 $24,741,000 350,008, 060 $401,006,000

COMMODITY SUPPLEMENTAL FOOD PROGRAM

Mr. Kingston: The population of participants in The Commodity
Supplemental "Food Program (CSFP) is approximately 95 or 96 percent elderly
(60 years or older). What is the USDA’s estimate of total elderly
participants that are eligible for SNAP but opt not to seek support via SNAP?
What are some of the reasons why eligible elderly participants in CSFP choose
not to participate in SNAP? What is the Department doing to transition more
eligible elderly participants out of CSFP and into the SNAP program?

Response: The most recent national data shows that in 2008, about 4.6
million people aged 60 or over were eligible for SNAP but did not participate
- about 65 percent of all eligible elderly people. However, because CSFP is
available only in limited areas, the great majority of these people did not
have access to CSFP, A 2008 study by the Urban Institute estimated that in
2003, about 22 percent of CSFP-eligible seniors (in CSFP states) were
enrolled in SNAP, about 48 percent were eligible but not enrolled, and about
30 percent were not eligible for SNAP. The study did not determine what the
rates of SNAP eligibility and participation were among CSFP participants.

In 2008, the Urban Institute published a report on CSFP which indicated
that SNAP participation among eligible seniors may be low because many
seniocrs are eligible for only the $10 minimum monthly SNAP benefit, and
senlors might not find the small benefit amount worth the trouble of going
through the application process. The report also says that seniors may have
limited access to SNAP enrollment sites or retail food outlets in which to
purchase food with SNAP benefits. Further, some seniors who may meet th
CSFP income reguirements may not be eligible for SNAP due to SNAP's net
income limits or asset tests.

Elderly CSFP participants may simultaneously participate in the SNAP
program. For that reason, the Department does not try to transition elderly
CSFP participants out of CSFP and into SNAP. However, local agencies are
required to provide elderly CSFP applicants with written information on SNAP
and make referrals to SNAP when appropriate.
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Mr. Kingston: Please provide the Committee with a status of the
Administration’s efforts to use leads data from the Social Security
Administration to increase participation in SNAP among elderly beneficiaries
of the Medicare Low-Income Subsidy (LIS.

Response: On September 16, 2010, USDA awarded $3.1 million to three
States - Washington, Pennsylvania, and New Mexico - to increase access and
participation in the Supplemental Nutrition Assistance Program (SNAP) among
low-income seniors. The grants fund pilot projects to increase SNAP
participation among beneficiaries of the Medicare's Low-Income Subsidy (LIS),
also known as Extra Help.

Extra Help assists low-income individuals or couples with limited
resources pay for their Medicare prescriptions. Under a new law, data from
Extra Help applications from seniors is sent to State Medicaid agencies to
enroll eligible individuals in Medicare Savings Programs.

Each of the State agencies awarded a grant from FNS will conduct a
unigque project to increase SNAP participation among the Extra Help pepulation
by using this data. Washington State will conduct a two county outreach
effort, as well as develop a simplified application for seniors, an intensive
media campaign, targeted mailings, follow-up through phone calls and home
visits, and a mobile SNAP office. Pennsylvania will build on a current
partnership that streamlines the SNAP application and fast-tracks the
eligibility process. New Mexico's pilot standardizes benefits for the Extra
Help population.

The selected State agencies must complete the pilot projects by
September 30, 2013. These projects will be thoroughly evaluated by an
independent evaluator to assess improvement in participation in SNAP among
recipients of Extra Help.

Mr. Kingston: Of the total amount cobligated for the Commodity
Supplemental Food Program, what portion or percentage goes towards
administrative costs?

Response: The Agriculture and Consumer Protection Act of 1973 mandates
that the administrative grant per caseload slot be adjusted annually for
inflation. In fiscal year (FY) 2011, the estimated obligations for the
Commodity Supplemental Food Program (CSFP) are $192.6 million. Of that
amount, FNS will provide $41.3 million, or 21% of total obligations, to
States for administrative expenses. The percentage that goes towards
administrative costs varies from year-to-year based on inflation and total
obligations.

The following table provides historical information on CSFP
Administrative costs:

Fiscal Year Administrative Percentage
Cost
2008 $29,862,773 21.4%
2009 31,419,668 19.0%
2010 38,838,228 21.2%
Average $33, 373,556 20.5%
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Mr. Kingston: 1In the President’s FY 2012 budget request, FNS requests
a total of $1.7% million for IT Modernization and Support within the
Commeodity Assistance Program. Please provide more detail on plans for
tracking and tracing recalled foods. Has FNS documented previous experiences
with contaminated foods and foodborne illness in the Commodity Supplemental
Food Program? Do any cther nutrition assistance programs at USDA have
similar food recall mechanisms?

Response: USDA documents every recall affecting food procured by the
Department for the Commodity Supplemental Food Program (CSFP) and USDA's
other nutrition assistance programs, regardless of the reason for the recall.
We also monitor complaints submitted to us by the public for reports of
foodborne illness and other food safety concerns. The mechanisms for recalls
and complaints work in the same way regardless of the program. Recalls are
announced by the regulatory agencies, the Food Safety and Inspection Service
and the Food and Drug Administration. If USDA has purchased any of the lots
included in the recall, those lots are identified and located, and
instructions are sent to the State agency that ordered the food as to how it
should be handled.

USDA has conducted an evaluation of the needs of State agencies during
food emergencies such as recalls, and is setting criteria and exploring means
to improve their capabilities. The President’s FY 2012 budget reguest
proposes $1.75 million to fund State information technology enhancements to
assist State agencies in fulfilling their responsibility to quickly identify
and inform recipient agencies that receive recalled product.

These enhancements would provide for improved communication with
recipient agencies about recalled foods; enable Web-based information
posting; and include both a rapid alert notification system and a self-
registration notification service. Currently, FNS communicates with State
agencies through ECOS (Electronic Commodity Ordering System), but a similar
system reaching from State agencies to local school districts and schools is
not widely available. Provided funds are available, phase two of this
initiative would enable the same rapid communication between State agencies
and local entities.

NUTRITION PROGRAMS ADMINISTRATION

Mr. Kingston: How much is assumed in the FSP, CNP, and WIC for studies
and evaluations in the fiscal year 2012 budget request?

Response: [The information follows:}
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FNS Program Funding for Research and Evaluation

Funding
{Dollars in Millions)
Program
2011 Change 2012
Estimate g Budget

Child Nutrition Program 3.0 16.0 19.0
Special Supplemental Nutrition

Program for Women, Infants and

Children (WIC) 15.0 Q 15.0
Supplemental Nutrition Assistance

Program (SNAP} 11.5 Q 11.5

CHILD NUTRITION PROGRAMS

Mr. Kingston: How many participated in the school lunch program in
fiscal year 20102 How many are estimated to participate in fiscal years 2011
and 20127

Response: In fiscal year 2010, on average, 31.6 million students
participated each day in the National School Lunch Program. During fiscal

years 2011 and 2012, on average 32.1 million and 32.5 million students are
estimated to participate each day, respectively.

Mr. Kingston: For each category, pald lunch, free meals, and reduced
price meals, what are the federal costs for fiscal years 2008, 2009 and 20107

Response: The federal costs for fiscal years 2008, 2009 and 2010 for
paid, reduced price, and free lunches are detailed below:

Federal Cost of National Schocel Lunch Program ($ millions)
Paid Reduced Price Free Total
CFY 2008 $497.7 $1,098.3 $6,769.1 $8,365.1
FY 2009 $487.8 $1,158.9 $7,337.0 $8,983.7
FY 2010 $470.8 $1,174.1 $8,288.0 $9,932.8

Mr. Kingston: How much did USDA spend in fiscal years 2009 and 2010
for the snack programs?

Response: The requested information, in millions of dollars, is
submitted for the record.

{The information follows:]
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Fiscal Year Fiscal Year
2009 2010
National School Lunch
Program, Snacks only $146.7 $154.8
Child and Adult Care Food
Program -~ At-Risk Snacks only $24.0 $25.2
Total $170.7 $180.0

Mr. Kingston: How much were the States provided for integrity
enforcement in fiscal years 2009 and 2010 and what are the estimates for
fiscal years 2010 and 20117

Response: Section 17{i) of the Richard B. Russell National School Lunch
Act provides funding to State agencies for training and technical assistance
for carrying out audits and improving their program management and oversight
of the Child and Adult Care Food Program (CACFP) calculated as one and one-
half (1% %) percent of the CACFP funds expended by the State in the second
preceding fiscal year. This funding is in addition to that provided to
States for their administrative expenses under State Administrative Expense
(SAE}) funds, which may also be used for program oversight, but FNS does not
require States to report on their SAE expenses at that level of detail.

Section 7(h) (1) of the Child Nutrition Act of 1966 provides grants to States
for training and administrative reviews.

FY09 FY10 FY 11 FY 2012
Actual Actual Estimated Fstimated
CACFP Training and $1,918,200 | $3,537,000 | $3,529,926 | $3,537,000
Technical Assistance
Training and $4,000,000 | $4,000,000 | $4,000,000 | $4,000,000
Administrative Reviews

Mr. Kingston: Please provide a table showing the amount of state
administrative expenses that have been carried over, the amount of original
allocation, and the percent of the allocation carried over. Include data
from fiscal years 1905 through 2010.

Response: The information is submitted for the record.

{The information follows:}



160

State Administrative Expenses
1985 to 2010
L Percent of
Fiscal Year Initial ;AE Carryover Allocation Carried
Allocation Anount

Over
2010 $191,308,525 $32,662,082 17.07%
2009 $177,842,407 $27,760,852 15.61%
2008 5170,300,817 §25,321,085 14.87%
2007 $162,929,659 $23,919,571 14.68%
2006 $153,599,784 $21,635,445 14.09%
2005 $145,854,938 $18,803,011 12.96%
2004 $139,270,279 $19,799,264 14.22%
2003 $129,344,125 $13,380,090 10.34%
2002 $126,125, 485 $12,705,418 10.07%
2001 $122,514, 665 $15,362,304 12.54%
2000 $117,137,388 $14,756,627 12.60%
1999 §114,173,327 315,444,308 13.53%
1998 $108,304,052 515,425,322 14.24%
1957 $103,392,469 $17,29%5,974 16.73%
1996 $97,832,770 $15,8%0,273 16.34%
1995 $91,545,120 $15,039,687 16.43%

Mr. Kingston: Please update the table that appears in last year's
hearing record showing the number of schools, institutions, and summer camps
that participate in the Special Milk Program to include fiscal year 2005.
Please provide the Committee with the amount spent on this program over five
years to include planned for FY 2006 and FY 2007.

Response: The information is submitted for the record.

[The information follows:]
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Special Milk Program Outlets Operating by Type

Fiscal Year Schools Institutions Summer Camps Tetal
2000 6,997 492 1,148 8,637
2001 6,832 564 1,318 8,814
2002 6,571 574 1,153 8,298
2003 6,160 559 1,155 7,874
2004 5,670 593 1,001 7,264
2005 5,247 642 1,010 6,899
2006 4,981 573 884 6,438
2007 4,911 533 858 6,302
2008 4,734 521 743 5,398
2008 4,274 630 704 5,608
2010 3,947 975 747 5,669

The amounts obligated are as fcllows:

FY 2008--514,856,917
FY 2009--$13,967,851
FY 2010--312,063,656
FY 2011--$12,563,000 (projected)
FY 2012--513,068%,000 {(proiected)

Mr. Kingston: Please update the Committee on the latest data showing
over and under certification errors in the National School Lunch and
Breakfast programs.

Response: As reported in USDA’s 2010 Performance and Accountability
Report, total improper payments in Fiscal Year 2008 due to certification
error in the National 8School Lunch Program'were estimated to be $839 million,
an improper payment rate of 9.40 percent. Overpayments were estimated to be
$633 million (7.09 percent) while underpayment estimates totaled $206 million
(2.31 percent}. For the School Breakfast Program, total improper payment
estimates amounted to $230 million, an improper payment rate of 9.08 percent.
Overpayments were estimated to be $178 million (7.02 percent) while
underpayment estimates totaled $52 million {2.06 percent).

WOMEN, INFANTS & CHILDREN PROGRAM

Mr. Kingston: What is USDA’s latest estimate of WIC participation for
fiscal years 2011 and 20127

Respense: The FY 2012 President’s budget is based on estimated WIC
participation of 9.331 million in FY 2011 and 9.613 million in FY 2012.
These estimates were made based on the data current at the time the request
was prepared. FNS continues to monitor program performance, including
participation, and program data indicates that participation is currently
lower in FY 2011 than in FY 2010.

Mr. Kingston: What have been the carryout resources for the last five
years? Please list and list separately contingency funds. What is the
percentage amount of this carryout?
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Response: The following table provides the information requested. The
amounts shown represent the carryover resources from the prior year available
in the year displayed, and dollars are in the millions. The percentages
shown are calculated by dividing the carryover shown by the prior year budget
authority, taking into account all rescissions.

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

Carryover $182.1 $310.5 $143.1 $229.2 $533.8 $573.4
Contingenc $141.1 $141.1 $108.0 $6.0 $125.0 $125.0
Percentage 3.48% 5.97% 2.74% 3.81% 7.78% 7.99%

Mr. Kingston: FPlease provide the Committee with a table showing each
state agency’s method of documenting income for WIC eligibility? What are
the federal reqguirements for income eligibility? What does FNS do to verify
that States are in fact enforcing these regulations?

Response: Income eligibility for the WIC Program is established by law
to be at or below 185 percent of the Federal Poverty Income Guidelines issued
by the Department of Health and Human Services each year. Federal statute and
regulations further stipulate that all State agencies must require WIC
applicants to provide documentation of family income at certification. When
an applicant is determined to be adjunctively or automatically income
eligible, State agencies require applicants to provide documentation of their
eligibility for the program that makes them income eligible.

In the WIC Program, “documentation of income” means presentation of
written documents, such as current pay or unemployment benefits stubs,
earnings statements, W-2 forms with the corresponding income tax return, or
other appropriate documents sufficient for establishing the current family
income level of the entire economic unit. Documentation of substantiating
reported income for all menbers of the economic unit must be available.
Public Law 105-336, the Federal statute that established these documentation
requirements for WIC income eligibility determinations, also provides for
limited exemptions from the documentation reqguirement for situations that
pose unreasonable barriers to participation.

In such instances, which may include homelessness, working only for
cash, or zero income, a WIC State agency may allow the applicant to self-
declare her household income (or lack thereof), accompanied by the
applicant’s signature on a statement specifying why she cannot provide
documentation of income or affirming that the household has no income at all.
State agencies must reguire that local agencies maintain a record of
documentation used to establish an applicant’s income eligibility. State or
local agencies may wish to photocopy {or scan in} the actual documentation
and place it in the applicant’s case file. However, when State agencies deem
this impractical, they must reqguire that a notation be placed in an
applicant’s file of the specific type(s) of document that was viewed.

This procedure applies whether an applicant is certified under adjunct,
automatic, or traditional income eligibility determination processes. The
notation may consist of checking off an appropriate annctated box on a State
agency-~developed form {(paper or electronic).  Both income and family size
must be recorded. When a certifier is satisfied that an applicant is
legitimately reporting zero income, the applicant’s signature on the
application form will suffice as documentation. WIC State agencies must have
these procedures in place at all local agencies, where individual income
eligibility determinations are made.
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FNS and each State agency then conduct regular management evaluations,
at the State and local agency levels, respectively, to ensure compliance with
these legislative and regulatory requirements. State agencies must review
100 percent of their local WIC agencies every 2 years, and FNS reviews all
WIC State agencies on a 3-year cycle.

Mr. Kingston: What is your current estimate of the number and
propertion of WIC vendors who overcharge/undercharge and how much does it
cost the program?

Response: The most recent data available shows that in 2009:

e Qut of 41,612 WIC vendors identified in the most recent national
survey of vendor improper payments, 3,885 vendors overcharged and
2,034 undercharged the WIC program.

® Overcharges accounted for $56 million, or 0.86 percent, of the $6.48
billion in program outlays.

®* Undercharges were an estimated $20 million, or 0.31 percent, of the
total food outlays that year.

e Total improper payments were $76 million, or 1.17 percent, of total
WIC outlays. This figure was reported in USDA’s Performance and
Accountability Report for 2010.

* Net improper payments {the cost to the program) were $36 million, or
0.56 percent, of total WIC outlays.

Mr. Kingston: Please provide the Committee with tables showing the
status of state agency contracts for rebates on infant formula and other
contracts for food. Also provide an estimate of how many participants are
supported with these specific rebates.

Response: The information is submitted for the record.

{The information follows:]
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Fiscal Year Rebate Savings zi:g:thE iizgi;iizzgz
2001 $1,474,666,183 1,926,158
2002 $1,477,282,664 1,910,708
2003 $1,519,207,719 1,897,708
2004 $1,641,607,266 2,002,937
2005 $1,709,770,467 2,063,316
2006 $1,774,954,018 2,118,999
2007 $1,906,036,049 2,170,893
2008 $2,006,846,780 2,143,523
2009 $1,937,479495 2,102,531
2010 $1,692,506,104 1,878,874
2011+ $1,702,818,281
*Preliminary
Rebates Contracts for Pood{s) Other than Infant Formula
State Agency Food Type Rebate Company Exp;:i:ion
CT/ME/MA/NH/RI | Infant $0.037/0z. Beechnut 9/30/2012
Fruit/Veg.
Infant Meat $0.059/0z.
Infant Cereal 50.069/0z.
DE/DC/MD/NJ Infant Cereal $0.153/0z. Gerber |4/30/2012
PA,VA/WV/PR
IN/OH/WI Infant $0.055/0%z. Beechnut | 2/28/2013
Fruit/Veg./
Meat
IN/OH/WI Infant Cerxeal $0.125/0z. Gerber 12/31/2011
New York Infant Cereal $1.24/80z. Gerber 4/30/2012
Texas Infant Cereal $0.681/8Boxz. Gerber 9/30/2012
Mr. Kingsten: How many infant formula companies are participating in

the infant formula rebate program in WIC? Which ones?

Response: Currently, three infant formula manufacturers participate in
the infant formula rebate program. The manufactures are: Mead Johnson
Nutrition, Gerber Products Company (formally Nestlé), and Abbott Nutrition.

Mr. Kingston: Using the latest data available, how many ineligible
participants are enrolled in the WIC program, and what is the cost to the
program to serve these ineligible participants?

Response: The National Survey of WIC Participants (1998 data) provided
estimates of certification error. Using this dats in combination with more
current WIC demographic information from the 2008 Study of WIC Participants
and Program Characteristics, we estimate that about 2.4% of all WIC
participants are certified in error to receive benefits. RApplying this
percentage to total participation in the WIC program in FY 2010, this
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represents about 220,200 participants, with associated costs of approximately
$13 million. Later in 2011, we will publish an updated estimate based on
more recently collected nationally representative data on WIC certification
error.

Mr. Kingston: What was the cost for infant formula at the time the
infant formula rebate program began? What is the cost now?

Response: It is estimated that in fiscal year 1988 infant formula costs
to the WIC Program were $597 million before rebate savings., Post-rebate
infant formula costs were approximately $563 million, for a total savings of
about $34 million. The pre-rebate cost of infant formula in fiscal year 2005
{the latest estimate) was approximately $2.3 billion with a post-rebate cost
of $628 million, saving the program approximately $1.7 billion. Another way
to look at the cost is to compare an infant’s pre-rebate monthly food package
cost to its post-rebate cost. For fiscal year 2005, the average monthly food
package cost for an infant was $97.86; however, after rebates are applied,
this cost drops to $25.52 per month.

Mr. Kingston: Please provide a table showing what is required to be
spent nationally on nutrition education to include fiscal years 2008 through
2010 and estimated for fiscal years 2011 and 2012. What is the difference
between the required expenditure vs. the actual? Is the requirement in law?
Please cite the authority.

Response: Section 17(h)(3) (A){i) of the Child Nutrition Act (CNA) of
1966 (42 U.s.C. 1786} and implementing regulations at 7 CFR 246.14(c) require
each WIC State agency to spend at least one-sixth of its expenditures for
nutrition services and administration (NSA) costs on nutrition education and
breastfeeding promotion. The required minimum expenditure for nutrition
education activities is therefore calculated by dividing total NSA
expenditures by six. The actual nutrition education expenditure is the
amount reported by State agencies for nutrition education activities. The
actual expenditures for fiscal years 2011 and 2012 are not available.

ESTIMATED MINIMUM NUTRITION EDUCATION EXPENDITURE REQUIREMENT

Required Expenditure Actual Expenditure
Fiscal Year
2008 $267,914,120 $356, 982,303
2009 $297, 988,448 $401,023,893
2010 $318,431,731 $420,222,765
2011 (Estimate) $355,927,500
2012 {Estimate) $356,789,667

Mr. Kingston: For the record, please define spend forward funds and
unspent recoverable funds.

Respense: By statute and regulation, all WIC State agencies are
authorized to spendforward into the following fiscal year unspent nutrition
services and administration funds in an amount equal tc three percent of
their total grant. With approval, WIC State agencies may spend forward an
additional % of 1 percent for Management Information Systems (MIS)
development costs. Spendforward funds are retained at the State agency
level.
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Unspent recoverable funds are those unspent funds that are returned to
the Department by States after the close of the fiscal year. These recovered
funds are reallocated to WIC State agencies the following fiscal year through
a funding formula prescribed in program regulations.

Mr. Kingston: For the record, provide the Committee with a table
showing a breakout of WIC spendforward, by state, to include fiscal years
2008 through 2010.

Response: The information is provided for the record.

[The information follows:}

FY 2008 FY 2009 FY 2010
NSA NSA NSA
STATE AGENCY SPENDFORWARD SPENDFORWARD SPENDFORWARD
NERO
CONNECTICUT $570,741 $917,880 $1,411,612
MAINE 650,416 580,977 667,319
MASSACHUSETTS 3,005,133 3,295,338 3,222,075
N HAMPSHIRE 320,107 255,448 191, 656
NEW YORK 0 o 13,150,186
RHODE ISLAND 686,726 721,950 720,150
VERMONT 4,380 10,604 69,405
INDIAN TWNSHP 0 0 0
P. POINT ¢ 0 0
SENECA NATION 0 o i
SUBTOTAL 5,237,503 5,782,197 19,432,403
MARO
DELRWARE 467,583 465,205 496,103
DIST OF COL 0 611,007 531,752
MARYLAND 2,698,538 2,936,531 2,153,769
NEW JERSEY 4,211,298 4,554,114 4,995,615
PENNSYLVANIA 4,626,545 7,224,624 7,038,738
PUERTO RICO 380,751 2,635,953 5,830,595
VIRGINIA 3,510,172 4,005,013 3,736,618
VIRGIN ISLANDS 42,000 245,602 61,000
W VIRGINIA 880,587 1,428,100 1,431,016
SUBTOTAL 16,817,474 24,106,149 26,275,206
SERO
ALABAMA 1,518,716 3,043,197 1,818,906
FLORIDA 11,047,290 11,356,089 11,557,839
GEORGIA 4,618,986 1,517,741 8,431,825
KENTUCKY 2,091,840 3,851,601 3,469,804
MISSISSIPPI 2,731,181 3,445,995 2,969,582
N_CAROLINA 5,426,602 6,523,493 7,164,708
S CAROLINA 10,617 458,424 2,710,389
TENNESSEE 0 0 1,025,709
CHOCTAW MS 22,374 25,245 26,678
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E CHEROKEE 19,255 20,185 20,723
SUBTOTAL 27,486,861 30,241,970 39,196,163
MWRO

ILLINOIS 6,426,567 7,013,080 6,096,639
INDIANA 3,171,786 3,706,436 3,774,509
MICHIGAN 6,016,790 6,246,907 7,621,859
MINNESOTA 3,275,423 3,268,882 3,193,325
QHIO 5,943,039 6,292,407 6,020,316
WISCONSIN 2,334,547 2,948,320 3,444,169
SUBTOTAL 27,168,152 29,476,032 30,150,817
SWRO

ARKANSAS 0 9,225 840,126
LOUISIANA 160,743 1,847,420 4,045,800
NEW MEXICO 481,074 979,406 1,377,953
OKLAHOMA 0 100,000 0
TEXAS 21,853,931 16,122,047 18,023,719
ACL 18,104 20,048 3,925
8N PUEBLO 13,653 660 11,417
ISLETA 24,545 14,831 4,080
SANTO DOMINGO 10,104 11,345 11,643
5 SANDQOVAL 6,533 13,745 10,918
SAN FELIPE 5,565 495 0
WCD 98,846 127,149 84,776
CHOCTAW OK 94,336 134,341 131,754
CHEROKEE OK 263,267 230,243 98, 527
CRICKASAW 137,996 158,005 151,808
OTOE-MISSOURIA 27,707 33,414 25,571
POTAWATOMI 25,497 25,497 25,497
ZUNI 31,275 30,603 22,680
ITC 30,454 25,991 31,239
MUSCOGEE CREEK 108,128 119,106 102,538
OSAGE NATION 0 89, 660 74,554
SUBTOTAL 23,381,758 20,083,232 26,078,535
MPRO

COLORADO 2,277,127 1,791,840 1,392,659
IOWA 1,712,450 1,721,972 1,839,784
KANSAS 1,162,817 220,835 1,438,756
MISSOURI 3,332,957 3,503,010 3,501,980
MONTANA 260,863 324,138 581,195
NEBRASKA 1,043,837 1,148,576 1,160,028
N DAKQOTA 356,864 339,043 330,565
S DAKOTA 488,546 537,856 573,695
UTAH 0 226,419 1,105,069
WYOMING 290,445 256,905 314,000
SHOSHONE 0 891 0
UTE MIN 6,906 9,172 9,308
WINNEBAGO 4,850 11,984 11,187
CHEYENNE RIVER 27,112 33,923 32,866
ROSEBUD 0 23,523 33,453
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STAND ROCK 49,418 50,515 48,426
3 AFFILIATED 0 22,953 23,441
OMAHA 13,610 18,299 7,927
ARAPAHO 0 0 0
SANTEE 6,400 8,242 7,866
SUBTOTAL 11,034,202 10,950,116 12,412,215
WRO

ALASKA 844,649 891,555 366,327
ARIZONA 4,316,415 4,603,108 4,403,237
CALIFORNIA 33,684,404 34,343,244 37,073,449
GUAM 290,845 303,260 297,490
HAWAII 1,196,277 1,117,839 1,061,935%
IDAHO 973,723 976,372 1,107,848
NEVADA 1,710,164 2,284,533 1,698,509
OREGON 2,520,577 2,414,896 2,395,485
WASHINGTON 3,088, 404 4,746,538 5,185,248
ITCN 38,575 1,021 1,951
NAVAJO NATION 142,519 378,913 154,766
ITCA 319,573 132,309 284,339
AMERICAN SAMOA 48,610 245,963 257,491
N MARIANA 150, 634 144,933 177,282
SUBTOTAL 49,325,369 52,624,484 54,465,357
NATIONAL $160,461,319 $173,274,180 $208,010,696

Mr. Kingston: Provide a table for the record, using the latest data
available, showing actual obligations in the WIC program for the month of
September for fiscal years 2005 through 2010. Please include a column that
indicates the percentage of the total amount obligated in that particular
fiscal year. Also, provide an explanation of why September obligations
represent a higher or lower percentage than the average monthly obligation
rate.

Response: The information is submitted for the record.

{The information follows:}

Actual Obligations for Percent of Total
the Amount Obligated
Fiscal Year Month of September
{in thousands)*

2005 $474,175 9.5%
2006 $476,525 9.4%
2007 $509,755 9.4%
2008 $553,169 8.9%
2009 $602,106 9.3%
2010** $1,074,998 16.0%

* Data have been revised to incorporate reporting changes since the last
hearing record was published.

**FY 2010 increases due in part to ARRA MIS, Breastfeeding Promction, and
State MIS.
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Program costs during the final month of the fiscal year tend to be
higher than the typical month for several reasons. First, the September
total includes Farmers Market Nutrition Program (FMNP) and Infrastructure
funds; other months include only food costs and nutrition services and
administration costs (NSA). Second, NSA costs are highest during the final
month of the year because it contains all NSA payments made beginning
September through closeout of the fiscal year plus any balance of
unliquidated obligations remaining at closeout.

Many agencies postpone certain purchases {such as equipment)} until the
end of the year to ensure that adequate funds are available for operating
expenses. Another reason is that the average food cost per person tends to
rise during the year and program participation often increases during the
year. Finally, preliminary September data are subject to revision, and these
revisions usually decrease.

Mr. Kingston: Provide a table showing, by state, the final unspent
recoverable funds for fiscal years 2008 through 2010.
Response: The information is provided for the record.

{The information follows:}

Fy 2008 FY 2009 FY 2010
UNSPENT UNSPENT UNSPENT
RECOVERABLE RECQVERABLE RECOVERABLE
STATE AGENCY UNDS FUNDS FUNDS
NERO
CONNECTICUT $442,3156 $2,969,734 $4,716,251
MAINE 1,134,393 1,374,944 1,231,513
MASSACHUSETTS 2,771,683 6,393,075 5,608,492
N HAMPSHIRE 379,697 954,515 1,469,036
NEW YORK 11,581,745 11,002,117 8,486,182
RHODE ISLAND 962,621 1,759,873 901,318
VERMONT 263,385 761, 567 841,207
INDIAN TWNSHP 8,756 2,213 16,620
P. PCINT 0 11,563 24,510
SENECA NATIORN 44,148 59,515 35,516
SUBTQTAL 17,598,584 25,329,176 23,430,645
MARO
DELAWARE 1,089,079 2,358,723 1,060,898
DIST OF COL Q 1,208,229 794,402
MARYLAND 797,035 2,528,383 5,456,048
NEW JERSEY 4,337,487 7,064,442 10,879,751
PENNSYLVANTA 2,341,403 19,334,359 4,776,800
PUERTO RICO 2,987,363 5,926,763 25,133,777
VIRGINIA 11,045,851 23,480,622 14,656,879
VIRGIN ISLANDS 0 309,125 921,377
W VIRGINIA 0 2,773,918 4,457,667
SUBTOTAL 22,598,218 64,984, 564 68,137,559
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SERQ

ALABAMA 6,495,410 15,910,637 3,317,367
FLORIDA 9,428,875 11,590,786 36,996,334
GEORGIA 0 17,681,522 13,628,955
KENTUCKY 5,208,056 15,997,685 18,563,710
MISSISSIPPI 7,064,354 2,314,919 15,147,888
N CAROQLINA 1,466,360 25,317,789 19,484,107
S CAROLINA 0 8,383,278 4,104,840
TENNESSEE 7,535,627 22,836,458 5,257,013
CHOCTAW MS 30,518 89,535 172,648
E CHEROKEE 2,587 57,802 94,521
SUBTOTAL 37,231,787 120,180,411 116,767,383
MWRO

ILLINQIS 8,598,454 9,942,214 23,951,915
INDIANA 7,555,045 18,679,616 22,289,134
MICHIGAN 5,728,306 21,718,883 15,418,213
MINNESOTA 3,251,535 9,882,878 7,014,474
OHIO 9,012,016 23,549,340 22,338,055
WISCONSIN 0 4,300,550 5,713,869
SUBTQOTAL 34,145,356 88,073,481 96,735,660
SWRO

ARKANSAS 2,031,933 5,808,147 4,361,532
LOUISIANA 454 2,462,381 8,522,555
NEW MEXICO 419,572 4,112,425 7,377,000
OKLAHOMA 1,719,686 5,444,398 3,784,263
TEXAS 16,936,627 60,617,544 51,261,690
ACL 1,085 52,665 37,731
8N PUEBLO 64,993 114,399 46,610
ISLETA 29,217 95,021 54,508
SANTO DOMINGO 19,289 3,452 31,703
5 SANDOVAL 39,490 45,383 47,397
SAN FELIPE 48,021 20,210 30,962
WCD 0 66,572 8,238
CHOCTAW OK 79,824 115,982 243,499
CHEROKEE OK 516,658 373,544 1,175,389
CHICKASAW 293,300 369,572 157,249
QOTOE~-MISSOURIA 45,158 122,680 73,981
POTAWATOMI 361,098 677,983 292,563
ZUNI 88,106 149,740 77,945
ITC 58,112 63,299 213,382
MUSCOGEE CREEK 260,179 395,465 332,019
OSAGE NATION 0 508,175 383,903
SUBTOTAL 23,013,812 81,619,037 78,514,129
MPRO

COLORADO 1,468,797 5,161,741 3,758,555
I0WA 1,340,441 4,164,433 4,022,979
KANSAS 1,159,121 3,926,891 1,994,938
MISSOURI 8,771,503 18,484,855 9,672,827
MONTANA 734,282 1,719,634 1,200,195
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NEBRASKA 322,790 2,944,344 2,707,627
N DAKOTA 181,411 1,455,604 854,227
8 DAKOTA 495,753 1,898,444 505,290
UTAH 2,967,919 5,559,259 0
WYOMING 716,932 839,967 836,619
SHOSHONE 10,261 50,478 9,335
UTE MIN 25,807 33,061 9,088
WINNEBAGO 16,153 61,986 33,533
CHEYENNE RIVER 20,129 125,329 208,512
ROSEBUD 0 148,586 92,755
STAND ROCK 171,870 241,886 184,681
3 AFFILIATED 32,758 60,421 126,142
OMARA 3,988 29,730 53,085
ARAPAHO 26,466 98,093 130,478
SANTEE 614 14,082 37,164
SUBTOTAL 18,467,085 47,018,824 26,438,031
WRO

ALASKA 810,500 932,881 2,130,448
ARIZONA 4,473,784 8,778,600 14,583,558
CALIFORNIA 42,322,322 58,891,229 52,213,411
GUAM 150,295 998,920 1,083,692
HAWAITI 318,998 2,602,848 2,444,553
IDRHO 763,993 2,963,739 2,168,282
NEVADA 1,210,055 4,723,852 5,075,888
QREGON 588,922 7,283,374 7,383,359
WASHINGTON 2,603,046 5,886,510 34,006,168
ITCN 67,880 137,226 60,440
NAVAJO NATION 281,656 1,778,210 1,463,406
ITCA 403,984 1,051,669 675,466
AMERICAN SAMOA 62,011 430,248 1,201,783
N MARIANA 1,193,260 520,274 1,322,823
SUBTCTAL 55,250,706 96,971,678 125,813,278
NATIONAL $208,305,538 $524,177,171 $535,836,725

Mr, Kingston: Please provide the Committee with a table showing WIC
infant participation that shows, by state, the total number of births and the
number enrclled in the program for fiscal years 2008 through 2010.

Response: Final data from the National Center for Health Statistics
{NCHS) indicate that there were 4.3 million live births in the United States
and its territories in calendar year 2008. Preliminary data for 2009
indicate a decrease in live births to 4.2 million. Live birth data for 2010
are not yet available. About 52 percent of infants participated in the WIC
program in 2008. This increased to 53 percent in 2009 using preliminary
birth data.

Tables with final data for calendar year 2008, and preliminary data for
calendar year 2009 are provided for the record. The number of live births in
the United States is from the National Vital Statistics Reports published by
the NCHS {vol. 59, no. 1 for calendar year 2008, and vol. 59, no. 3 for
calendar year 2008.) Average monthly WIC participation figures are submitted
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to FNS by WIC State Agencies. The estimated percentage of infants who were
served by WIC is calculated by dividing average monthly WIC participation by
the number of live births.

[The information follows:}]
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Average Monthly
WIC Infant  Average Monthly

Live Births, Participation?,  Percent Served
Calendar Year  Calendar Year by WIC, Calendar
2008, Final Data’ 2008 Year 2008
Alabama 64,548 38,079 58%
Alaska 11,442 6,073 53%
American Samoa 1,332 1,153 87%
Arizona 99,442 53,708 54%
Arkansas 40,669 25,785 83%
California 551.77¢ 322,198 58%
Colorado 70,031 26,368 38%
Connecticut 40,399 15,498 38%
Delaware 12,090 6,158 51%
District of Columbia 9,130 5119 56%
Florida 231,445 123,892 54%
Georgia 146,603 80,931 55%
Guam 3,457 1,853 54%
Hawaii 19,484 8,524 44%
ldaho 25,149 10,325 41%
Hinois 176,795 86,210 49%
Indiana 88,742 43,783 48%
lowa 40,224 17,185 43%
Kansas 41,833 19,020 45%
Kentucky 58,375 34,280 59%
Louisiana 65,268 42,200 65%
Maine 13,609 5,843 43%
Maryland 77,289 36,322 47%
Massachusetts 77,022 29,469 38%
Michigan 121,127 55,045 45%
Minnesota 72421 32,828 45%
Mississippi 44,947 34,255 76%
Missouri 80,963 40,086 50%
Montana 12,594 5150 41%
Nebraska 26,988 11,084 41%
Nevada 39,506 16,745 42%
New Hampshire 13,683 4,615 34%
New Jersey 112,710 41,844 37%
‘New Mexico 30,173 16,335 54%
New York 250,383 127,579 51%
North Carolina 130,839 68,617 52%
North Dakota 8,938 3,632 41%
Ohio 148,821 88,303 59%
Oklahoma 54,781 32.045 58%
Oregon 49,096 24,857 51%
Pennsylvania 148,273 62,957 42%
Puerto Rico 45,620 40,425 89%
Rhode isiand 12,048 6,181 51%
South Carolina 63,071 37,533 60%
South Dakota 12,071 5,921 49%
Tennessee 85,560 48,130 56%
Texas 405,554 235,859 58%
Utah 55,634 15,226 27%
Vermont 6,338 3.320 52%
Virginia 106,686 40,161 38%
Virgin Istands 1,784 1.254 70%
Washington 90,321 41,235 46%
West Virginia 21,501 12,643 59%
Wisconsin 72,261 30,220 42%
Wyoming 8,038 3,300 41%
United States® 4,299,887 2,227,362 52%

! National Vita! Statistics Reports, Table 10, Volume 59, Number 1, December 2010
* FNS program data, January, 201 1. Participant counts for Indian Tribal Organizations are included in State totals
* This U.S. total excludes 1,265 births i the Commonwealth of the Northern Mariana Isiands
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Average Monthly
Live Births, WIC Infant  Average Monthly
Calendar Year  Participation®, Percent Served
2009, Preliminary Calendar Year by WIC, Calendar

Data’ 2003 Year 2008
Alabama 62,476 37,846 61%
Alaska 11,325 6,298 56%
American Samoa 1,340 1,213 91%
Arizona 92,816 52,380 56%
Arkansas 39,853 26,205 66%
California 527,011 310,750 59%
Colorado 68,827 27,267 40%
Connecticut 38,896 15,462 40%
Delaware 11,562 6,336 55%
District of Columbia 9,044 5,026 56%
Florida 221,391 124,380 56%
Georgia 141,375 78,294 55%
Guam 3,417 1,722 50%
Hawaii 18,888 8.835 47%
Idaho 23,731 10,531 44%
fllinois 171,255 85,113 50%
Indiana 86,698 44,803 52%
lowa 39,700 17,668 45%
Kansas 41,396 19,521 47%
Kentucky 57,558 34,593 60%
Louisiana 64,988 41,802 64%
Maine 13,470 5,873 44%
Maryland 75,061 36,629 49%
Massachusetts 75,104 28,856 38%
Michigan 117,293 61,487 52%
Minpesota 70,648 31,108 44%
Mississippi 42,905 31,911 74%
Missouri 78,820 40,506 51%
Montana 12,261 5,308 43%
Nebraska 26,937 10,918 41%
Newvada 37,627 17,055 45%
New Hampshire 13,378 4,498 34%
New Jersey 110,324 42,198 38%
New Mexico 29,002 16,526 57%
New York 248,110 124,473 50%
North Carolina 126,846 68,333 54%
North Dakota 9,001 3,478 39%
Chio 144,772 76,284 53%
Oklahoma 54,574 32,518 60%
Oregon 47,199 24,888 53%
Pennsylvania 146,432 83,403 43%
Puerto Rico 44,765 39,398 88%
Rhode Isiand 11,443 5,881 51%
South Carolina 60,632 37,536 62%
South Dakota 11,935 5,543 48%
Tennessee 82,213 47,467 58%
Texas 402,011 246,479 81%
Utah 53,887 18,545 34%
Vermont 6,108 3,187 52%
Virginia 105,056 39,574 38%
Virgin islands o 1,314 n.a.
Washington 89,284 43,129 48%
West Virginia 21,270 12,405 58%
Wisconsin 70,840 30,455 43%
Wyoming 7,884 3,372 43%
United States® 4,180,540 2,216,687 53%

' National Vital Statistics Reports, Table 6, Vohume $9, Number 3, December 2010
? FNS program data, April, 2011, Participant counts for Indian Tribal Organizations are included in State totals
¥ The U.S. total excludes 1,110 births in the Commonwealth of the Northern Mariana Isiands
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Mr. Kingston: For total FNS resources available for this program, how
many WIC clinics would be served by breastfeeding peer counselors? What
percent of women would be able to receive counseling?

Response: Currently, all geographic WIC State agencies and all but four

WIC Indian Tribal Organizations and Territories operate peer counseling
programs in accordance with the FNS Loving Support Medel. Data are not yet
available on the impact of the fiscal year 2010 ($80 million) funding on the
number of local clinics operating peer counseling programs or the number of
participants served. In fiscal year 2008, at the $15 million funding level,
approximately one quarter of local agencies operated peer counseling
programs. The $80 million represented the estimated cost to fund a peer
counseling program at every WIC local agency. This figure was based on

reliminary data from an evaluation of WIC peer counseling being conducted by
FNS.

Findings from the FNS study regarding State agency strategies for the
distribution of breastfeeding peer counseling funds for FY 2008 ({(at $15
million level)} include:

* More than half (59 percent) focused grant funds on a small number of
local WIC agencies (LWAs), rather than making smaller amounts of
funding available to all LWAs,.

e Conversely, 27 percent distributed funds to as many sites as possible,
rather than concentrating funding on relatively few sites.

¢ Thirty-three percent focused grants on start-up peer counseling
programs.

e Pifty-five percent spent funds at the State level for program
direction, training, reporting and related activities.

Mr. Kingston: Please provide for the record, the amount of NSA funds
obligated for the previous five years. Include the amounts spent on program
management, client services, nutrition education, and breastfeeding promotion
within the total.

Response: The information is provided for the record.

{The information follows:]
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WIC Program

NSA Funds Obligated by State Agencies

Fiscal Years 2006 - 2010

Fiscal Program Client Nutrition Breastfeeding Total NSA
Year Management* Services* Education* Promotion* Expenditures*
2006 $441,007,131 $573,765,777 $303,764,521 | $88,824,516 $1,407,361,945
2007 $467,716,002 $595,860,117 $324,441, 956 $98,077,478 $1,486,085,553
2008 $499,884,803 $645,611,769 $355,181,998 | $113,580,418 $1,614,258,988
2009 $557,973, 409 $708,575,365 | $3989,355,475 | 129,068,499 $1,795,972,748
2010 $591, 735, 448 $758,106,814 $418,616,675 | $148,568,358 | $1,917,027,295

2010

* Data Source: National Data Bank - WIC Program SNFAQ13 Reports for FYs 2006 -

{Report Date:

04/01/11}.

Mr.

Kingston:

pertains to the WIC food package for FY 2011 and FY 20127

Response:
two different methods for estimating food cost inflation.
{ERS) provides estimates for food cost inflation
to the current year (FY 2011),
is used to inflate food costs from the current year to the
ERS estimated food

and the TFP was

Bconomic Research Service
from the prior year
Food Plan (TFP)
budget year.

estimated to increase by 1.68 percent.

Mr. Kingston:
actually spent during fiscal years 2008 through 2010 for the Commodity
Assistance Program.

Response:

(FY 2010)

During preparation of the budget reguest,
cost inflation from FY 2010 to FY 2011 at 0.39 percent,

When preparing the estimate for the budget request,
USDA’ s

First,

What is the Department’s estimation of inflation as it

FNS uses

and the Thrifty

However, program data is currently
indicating that the actual increase in food costs in FY 2011 is likely to be
higher than originally estimated.

COMMODITY ASSISTANCE PROGRAM

[The information follows:]

The information is provided for the record.

Provide a table that shows, by state, how funds were
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COMMODITY ASSISTANCE PROGRAM FUNDING, BY STATE

State/Territory FY 2008 FY 2009 FY 2010
Data in Thousands of Dollars
Alabama $1,150 $1,590 $1,798
Alaska 999 882 841
Arizona 5,726 5,922 6,098
Arkansas 842 1,048 1,645
California 25,276 30,356 35,307
Colorado 6,184 6,492 6,808
Connecticut 764 996 1,265
Delaware 206 278 633
District of Columbia 2,438 2,167 2,384
Florida 3,045 4,942 6,540
Georgia 2,668 3,934 4,919
Hawaii 88 174 280
idaho 263 318 483
Hliinois 6,255 6,913 8,713
Indiana 2,712 2,976 3,742
lowa 1,883 2,188 2,407
Kansas 2,200 2,188 2,517
Kentucky 5,766 5,343 7,888
Louisiana 18,288 18,851 21,491
Maine 331 462 870
Maryland 1,035 1,583 1,623
Massachusetts 3,180 3,111 3,463
Michigan 25,024 26,637 28,036
Minnesota 5,310 5,729 6,193
Mississippi 2,915 3,129 3272
Missouri 4,081 4,767 5,482
Montana 2,250 2,245 2,962
Nebraska 3,651 3,764 3,869
Nevada 2,184 2,390 2,655
New Hampshire 2,101 2,220 2,421
New Jersey 2,510 3,402 3,957
New Mexico 5,694 4,990 6,012
New York 16,297 16,908 18,991
North Carolina 2,137 2,882 4,001
North Dakota 870 953 1,108
Chio 7,083 7,880 9,865
Oklahoma 757 977 1,796
Oregon 1,507 1,659 2,288
Pennsylvania 7,689 9,532 12,492
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Rhode Island 342 423 524
South Carolina 2,228 2,636 3,245
South Dakota 1,050 1,058 1,401
Tennessee 5,150 4,757 6,487
Texas 11,393 12,696 15,721
Utah 350 511 806
Vermont 1,221 1,209 1,325
Virginia 1,326 1,861 1,996
Washington 2,627 3,233 3,995
Woest Virginia 468 657 690
Wisconsin 3,033 3,724 4,476
Wyoming 71 82 116
American Samoa [ 0 0
Guam 109 120 125
Marshalf Islands 571 575 575
Northern Marianas 8 12 15
Puerto Rico 3,801 5,207 4,833
Virgin islands 18 27 24
AMS/FSA/PCIMS Admin Exp 736 15 1,459
Anticipated Adjustment 5,345 37,113. 44,873
TOTAL 223,220 278,694 329,800

Mr. Kingston: Please provide a table that shows a breakout by state of
CSFP funding to include fiscal years 2008 through 2010.

Response: The information is provided for the record.

[The information follows:]
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Commodity Supplemental Food Program Funding

State/ Fiscal Year 2008% Fiscal Year 2009* Fiscal Year 2010%*
Territory Food § Admin § Food § Admin § Food § Admin §
Alaska $521,556 $134,803 $433,343 511,463 $422,451 $17,832
Arizona 3,401,558 937,262 2,784,199 922,880 2,752,611 902,463
Arkansas 369,601 84,818
California 12,378,332 3,373,339 11,965,875 3,571,960| 14,867,972 4,666,707
Colorado 4,241,846 1,104,198 4,245,591 1,145,406 4,278,349 1,078,757
Delaware 85,951 127,294
District of Columbia 1,552,716 434,945 1,195,325 444,960 1,440,277 451,263
Georgia 340,515 132,670
Illinois 2,607,649 869,405 2,336,641 907, 540 3,051,77% 1,061,287
Indiena 981,358 269,732 916,145 283,772 1,032,778 290,094
Iowa 708,951 216,088 664,562 217,362 683,493 230,298
Kansas 1,051,285 328,548 1,022,246 324,086 1,064,615 327,800
Kentucky 3,568,032 980,911 3,228,392 235,245 4,536,114 1,403,558
Louisiana 13,055,844 4,089,578 12,985,542 4,296,910f 15,037,341 4,800,911
Maine 249,369 131,547
Michigan 17,930,638 4,861,625 17,253,348 5,143,695) 18,031,383 5,496,441
Red Lake, Minnesota 16,871 6,204 15,660 6,503 17,078 6,653
nnesota 3,332,021 881,829 3,023,707 933,752 3,373,123 1,006,147
ssissippl 1,590,314 437,969 1,481,761 464,985 1,777,966 477,224
Missourl 2,100,108 574,717 2,007,971 610,283 2,630,542 919,648
Montana 1,426,873 425,091 1,325,895 451,414 1,581,571 624,741
Nebraska 2,617,648 806,203 2,533,575 798,285 2,628,929 825,232
New Jersey 248,337 143,435
Nevada 1,375,144 371,461 1,261,810 353,080 1,516,039 357,975
New Hampshire 1,434,512 388,995 1,473,259 434,315 1,621,536 413,096
New Mexico 3,921,693 1,032,128 3,109,527 937,364 3,632,881 1,352,624
New York 7,258,180 1,947,032 6,187,338 2,061,672 6,924,592 2,160,124
North Carelina 248,518 75,126 236,123 38,158 265,085 77,836
North Dakota 593,085 175,413 602,716 185,741 688,399 188,293
Ohio 3,571,421 978,889 3,337,258 1,033,491 3,989,518 1,252,383
Oklahoma 289,874 82,093
Oregon 300,007 84,166 269,763 87,264 329,629 133,658
Pennsylvania 3,164,371 912,209 3,136,786 967,031 4,940,620 1,911,188
South Carolina 846,431 232,182 768,370 245,864 1,070,537 294,121
South Dakota 628,431 109,080 579,734 130,653 770,346 237,477
Oglala Sioux, Sovth Dakota 144,324 30,000 124,683 31,021 141,092 41,277
Tennessee 2,846,873 301,025 2,614,796 352,722 3,221,374 897,185
Texas 3,820,681 €76,534 3,381,540 1,059,687 4,683,085 1,488,059
Utah §1,983 141,426
Vermont 827,614 233,132 766,777 241,252 807,693 265,433
Washington 828,181 228,871 761,527 243,044 1,025,024 321,798
Wisconsin 1,005,062 302,510 1,150,841 336,130 1,625,923 608,974
Exp**+ €60,756 1,434,000
Anticipated Adjustment 4,695,365 451,563 34,861,597 1,910,698} 23,506,009 1,300,383
TOTAL 110,944,048 29,862,773} 134,044,023 31,419,668} 143,053,375 38,838,228
+ Excludes $6.8 million in FY 2008, $9.1 million in FY 2008 and $6.7 million in FY 2010 in other costs {such as

storage and transportation)

for which state-level data are unavallable.

***Refers to PCIMS/AMS/FSA/Computer Suppoert charges that are subtracted from food funds.

Mr. Kingston:

purchased with appropriated funds,

Provide a table showing the amount of commodities

the amount of commodities donated to the

program and a total to include fiscal years 2008 through 2010 and estimates

for fiscal years 2011

Response:

{The information foll

and 2012.

OWS 1 |

The information is submitted for the recoxrd.
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Year Commodities Commodities Donated | Total Commodities
Appropriated to the Program

2008 $1,241,525,401 $165,923,874 $1,407,449,275

2009 $1,244,475,024 $546,865,567 51,791, 340,591

2010 $1,375,531,205 $402,588,753 $1,778,119,958

2011 (EST.) $1,344,842,800 $576,361,200 $1,921,204,000

2012 (EST.) $1,392,864,200 $586,941,800 $1,989,806,000

National Data Bank (NDB), USDA/Food and Nutrition Service; 2011, 2012 estimates from 2012
President’s Budget

Mr. Kingston: Provide a table for the record, by state, which includes
grants for the Senior Farmers Market Nutrition Program for fiscal years 2008
through 2010.

Response: The information is submitted for the record.

FY 2008-2010 Senior Farmers' Market Nutrition Program Grant Amounts

Alabama $1,732,673 $1,732,673 $1,7319,180
Alaska 82,065 95,265 94,523
Arizona 161,111 161,111 159,857
Arkansas 118, 666 123,826 122,862
California 809,837 837,988 831,462
Chickasaw Nation of Oklahoma 177,985 177,985 176,599
Connecticut 87, 688 90,736 90,030
District of Columbia 154,926 160,312 159,063
Five Sandoval Indian Pueblos, Inc. 19,240 19,240 19,240
Florida 104,903 108,550 107,705
Georgia 250,000 258,690 256,675
Grand Traverse Band of Ottawa & Chippewa

Indians 9,542 9,925 9,925
Hawaii 553,412 553,412 549,103
Illinois 852,695 882,336 875,465
Indiana 59,604 61,676 61,676
Iowa 573,087 593,009 588,391
Kansas 188,580 * 187,111
Kentucky 316,371 327,368 324,818
Louisiana 418,972 418,972 415,709
Maine 997, 454 1,027,956 1,019,951
Maryland 224,622 232,430 230,620
Massachusetts 555,915 575,240 570,760
Michigan 241,701 250,103 248,155
Minnesota 118,536 122,657 121,702
Mississippi 102,388 102, 388 101,591
Mississippi Choctaw 28,451 29,440 29,440
Mentana 101,920 101,920 101,127
Nebraska 246,775 25%,353 253,365
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Nevada 164,125 169,830 168,508
New Hampshire 101,431 101,431 100,641
New Jersey 1,171,273 1,211,889 1,202,551
New Mexico 337,004 337,004 334,379
New York 1,906,553 1,972,827 1,957,463
North Carolina 86,083 89,075 88,382
Ohio 1,719,840 1,779,625 1,765,767
Oklahoma * 75,000 75,000
Cregon 906,879 238,404 931,097
Osage Nation 38,1490 38,140 38,140
Pennsylvania 1,907,481 1,973,78¢% 1,958,418
Pueblo of San Felipe 17,474 17,474 17,474
Puerto Rico 1,000,000 1,032,762 1,026,704
Rhode Island 276,740 286,360 284,130
Standing Rock 22,200 22,200 22,200
South Carolina 638,737 660, 941 655,794
Tennessee 545,887 564,863 560,465
Texas * 124,287 123,318
Vermont 91,479 94, 659 93,922
Virginia 474,337 490,825 487,003
Washington 241,576 249,974 248,028
West Virginia 544,630 544,630 540,388

Wisconsin 343,944 355,900 353,128

459,007

*  Did not participate in the program

e explain how many people, not caseload, USDA will

Mr. Kingston: Plea
scal Years 2011 and 2012.

serve in the CSFP for Fi

Response: For 2011 and 2012, we anticipate caseload to m
participation at 604,931. As of January 2011, average monthly pa
was 580,576. Based on historic trends, which show participation i
over the latter part of the year, we anticipate participation wil
to increase to an average of 604,931,

cipation
wcreasing

s s
1 continue

Mr. Kingston: Please provide a table showing SNAP participatio
unemployment rates to include fiscal years 2006 through 2011 and 2012
estimates. Also, add a column that shows benefit costs.

Response: The information is submitted for the record.

{The information follows:]
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Year SNAP Participation® Unemployment Rate® Benefit Costs?®
2006 26,548,833 4.6% $30,187, 346, 987
2007 26,316,045 4.6% $30,373,271,078
2008 28,222,625 5.8% $34,608,397,238
2009 33,488,875 9.3% $50,359,917,015
2010 40,301,666 9.6% $64,704,748,421
2011 (EST.) 45,005,951 9.3% $72,929,569,301
2012 (EST.) 44,981,250 B.6% $73,531,789,273

'National Data Bank (NDB}, USDA/Food and Nutrition Service; 2011, 2012 estimates from 2012
President’s Budget

*1.§. Bureau of Labor Statistics; 2011, 2012 estimates from latest OMB Economic Assumptions

*National Data Bank (NDB}, USDA/Food and Nutrition Service

Mr. Kingston: Please provide a table showing FDPIR participation
levels from fiscal years 2008 through 2010.

Response: The information is submitted for the record.
[The information follows:]
FOOD DISTRIBUTION PROGRAM ON INDIAN RESERVATIONS

PARTICIPATION LEVELS
{Average monthly participation)

Fiscal Year Individuals
2008 90,153
2009 95,369
2010 84,577

Mr. Kingston: How has ERS provided practical, operational research to
improve program operations? Please provide specific examples. What studies
and evaluations would be performed by FNS if they are authorized? How would
studies performed by ERS and FNS be defined to ensure no duplication?

Response: FNS and ERS have a study agenda that meets the needs of FNS
as the action agency and ERS as a provider of economic information and
research. In fiscal year 2010, for example ERS released a report on the cost
of acguiring the recommended levels of fruits and vegetables for good health,
launched a program of research on applying the lessons of “behavioral
economics” and incentives to promote healthier choices through the Child
Nutrition Programs, and provided an annual update on the extent of food
insecurity in America. The two agencies consult frequently on research plans
and priorities to avoid duplication, and collaborate to capitalize on the
agencies’ strengths and expertise. As an example of the latter, ERS analysis
is helping to inform decisions on the cost and impact of regulations
implementing the Healthy, Hunger-Free Kids Act of 2010.

At the same time, critical information gaps exist that are best filled
by FNS. The funds requested for FNS in fiscal year 2012 will enable FNS to
close some of these gaps with the focused, practical inguiries that can lead
to effective policies. The President’s Budget request includes continued
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funding to support a range of lmportant program assessment activities,
including focused studies of program operations, development of comprehensive
measures of program performance to inform and foster outcome-based planning
and management, and technical assistance to States and communities for
practical demonstrations of potential policy and program improvements. It
also includes targeted increases for studies to support program inteqrity and
meal quality in the Child Nutrition Programs. Plans for specific projects
are still being finalized.

Mr. Kingston: Provide a list of all ongoing studies and evaluations
that are being conducted in all areas of the agency including the Center for
Nutrition Policy and Promotion. Include a brief description of the study,
the total projected cost, the amount spent to date, when it started, when it
will be completed, whether it is being done in-house or contracted out, who
the contractor is, and whether it was mandated by law or not. Alsc include
studies that were completed in fiscal year 2010.

Response: An updated list of all ongoing nutrition studies and
evaluations conducted by FNS and the Center for Nutrition Policy and
Promotion is included for the record. Unless an item specifically says that
it is being done in-house, the research is being conducted through contracts,
grants, and cooperative agreements with public and private organizations.

[{The information follows:]

Food and Nutrition Service Studies and Evaluations
Cngoing Studies

Informing Depth of Stock Policy for SNAP Retailers

This study explores coptions for new policiles related to the types and amounts
of foods SNAP retailers are reqguired to sell to be eligible to accept SNAP
benefits. To accomplish this task, a database populated with information from
store visits, including general store characteristics, store conditions,
types of non-food merchandise sold, and a detailed inventory of foods sold
has been created. This database is being used to simulate a set of policy
options with respect to revised definitions of staple foods, staple food
categories, and number of units available in each category. Results of the
analyses will describe the SNAP retallers that would and would not be
qualified for SNAP authorization under each of the policy options, and will
consider the impact on food access for SNAP participants.

Total Projected Cost: $263,393

Amount Spent to Date: $34,790

Start Date: August 2010

Completion Date: August 2011

Name of Contractor: Mathematica Policy Research
Congressional Mandate: No

Workshop on Understanding the Relationship Betwsen Food Insecurity and
Cbesity

Recent research suggests that household food insecurity may be related to
overwelight in women and sometimes in children and men. However, these
findings raise more questions than they resolve — it remains unclear whether
food insecurity causes excess weight gain that leads to obesity, why food
security might be related to obesity, and the pathway through which its
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influence might be felt. It is not likely that further analysis of pertinent
existing data, which is relatively limited, will shed further light on these
issues. The purpose of this project was to conduct a workshop to assess the
current state of research and propose new data, analyses, or other means to
push the science base forward and help guide future research investments.

At a 2.5 day workshop in November 2010, more than 40 experts, representing
diverse disciplines, addressed a variety of questions. The workshop summary,
including areas for future research, was released electronically; hard copies
of the report are now being produced,

Total Projected Cost: $386,012

Amount Spent to Date: $150,810

Start Date: April 2010

Completion Date: June 2011

Name of Contractor: National Academies, Institute of Medicine
Congressional Mandate: No

Performance Standards and Reporting For Special Nutrition Assistance Progranm
Modernization Initiatives

In this study, the SNAP performance standards and reporting requirements are
reviewed as they pertain to modernization. Major goals of the study are to
(1) create a comprehensive menu of performance measures, (2) use the template

to systematically capture performance measures
place both nationally and by state, (3) assess
measures and standards - both those in use and
propose an initial framework for a uniform set

and standards that are in
alternative performance
potential options; and {4)
of performance measures and

standards for FNS and state consideration.

$1,498,508

51,076,932

September 2008

April 2012

Mathematica Policy Research
No

Total Projected Cost:
Anmount Spent to Date:
Start Date:

Completion Date:

Name of Contractor:
Congressional Mandate:

In-depth Case Studies of Advanced Modernization Initiatives

This study is systematically examining the modernization initiatives in six
states that have more comprehensive and mature technology, organizational,
partnership and policy changes. The study will provide a better understanding
of the relationship of the states’ modernization activities with program
efficiency, access, and integrity. Both new and extant data will be used to
describe SNAP performance before, during and after the states’ modernization
initiatives.

$1,8890,630

$626, 385

September 2009

September 2012

Mathematica Policy Research
No

Total Projected Cost:
Amount Spent to Date:
Start Date:
Completion Date:

Name of Contractor:
Congressional Mandate
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Assessment of Alternatives to Face-to-Face Interviews in the Supplemental
Nutrition Assistance Program

This study is a rigorous evaluation of the impact of the no-interview
approach to client screening when certifying applicants for SNAP benefits on
error rates, benefit levels, administrative efficiency and customer
satisfaction. The evaluation will be conducted in three states.

Total Projected Cost: 1,998,362

Amount Spent to Date: $0

Start Date: September 2010

Completion Date: July 2014

Name of Contractor: Mathematica Policy Research
Congressional Mandate No

Models of SNAP-Ed and Evaluation (SNAP-Ed I)

The objective of this project is to determine whether the four competitively
selected projects SNAP-Ed projects (1) positively impact the nutrition and
health behaviors of SNAP participants while adhering to FNS Guiding
Principles, (2) exhibit the potential to serve as models of effective
nutrition intervention for large segments of the SNAP audience and (3)
provide methodologically robust yet logistically practical examples of
project-level SNAP-Ed impact evaluation. Four demonstration sites were
competitively selected and implemented SNAP Ed programs during FYZ2010. Fipal
reports are now in preparation.

Total Projected Cost: $2,584,434

Amount Spent to Date: $2,413,043

Start Date: Septemper 2008

Completion Date: September 2011

Name of Contractor: Altarum and Research Triangle Institutes
Congressional Mandate: No

Evaluation of SNAP Nutrition Education Practices (SNAP-Ed II)

This project is a follow-on to SNAP-Ed 1 (see description above). The
research objectives are the same as those for SNAP-Ed I, but this second
round, the three competitively chosen projects offer more intensive nutrition
education. Given the large number and wide variety of nutrition education
initiatives currently in operation, an additional set of projects expands the
Agency’s ability to identify best practices.

Total Projected Cost: $2,35%0, 922

Amount Spent to Date: $585,02¢6

Start Date: September 2009

Completion Date: August 2013

Name of Contractor: Altarum and Research Triangle Institutes
Congressional Mandate: No

Evaluation of Increasing SNAP Participation Among Medicare’s Extra Help
Population Pilot Projects

The Agriculture, Rural Development, Food and Drug Administration, and Related
Agencies Appropriations Act, 2010 (PL 111-80) provides the Food and Nutrition
Service (FNS) with funds to test the effectiveness of pilot projects designed
to increase elderly participation in the Supplemental Nutrition Assistance
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Program (SNAP; formerly known as the Food Stamp Frogram). Historically,
elderly individuals who are eligible for SNAP have the lowest participation
rates among all demographic groups. The pilot projects seek to increase
participation in SNAP among beneficiaries of Medicare’s Extra Help (also
called the Low Income Subsidy or LIS) by using data from LIS applications.
Since Extra Help and SNAP eligibility requirements are not identical, these
pilot projects will test the most effective method of using LIS application
data to increase SNAP participation among Extra Help beneficiaries who are
eligible but not participating in SNAP.

Total Project Cost: $2,718,407

Amount Spent to Date: $79,732

Start Date: September 2010

Completion Date: September 2014

Name of Contractor: Mathematica Policy Research

Congressional Mandate: Yes

Dynamics of Supplemental Nutrition Assistance Program Participation in the
Mid~2000s

The objective of this study is to analyze housshold movement in and out of
the Supplemental Nutrition Assistance Program (SNAP), with particular
attention to updating measures of SNAP participation dynamics and information
on the circumstances that trigger entry to the program and influence
participation spell lengths.

Total Projected Cost: $435,202

Amount Spent to Date: $34,835

Start Date: August 2010

Completion Date: August 2011

Name of Contractor: Decision Demographics, Inc.
Congressional Mandate: No

Measuring SNAP and Other Nutrition Assistance Program Access, Trends, and
Impacts (2009-2011)

This contract provided support for estimating effects of potential program
changes and for shert-turnaround analyses of current issues from September,
2009 ~ January, 2011. 1In addition, it includes analysis of SNAP
participation rate for FY 2009 {ongoing} and household characteristics for FY
2009 {completed). A small number of short studies, e.g., comparison cf
utility and shelter expenses, are currently being completed in the remaining
months of this contract.

Total Projected Cost: $2,596,490

Amount Spent to Date: $2,380, 845

Start Date: September 2009

Completion Date: July 2011

Name of Contractor: Mathematica Policy Research,
Congressional Mandate: No

Measuring SNAP and Other Nutrition Assistance Program Access, Trends, and
Impacts (2011-2015)

This contract is providing support for estimating effects of potential
program changes and for short-turnaround analyses of current issues from
February, 2011 through 2015. In addition, it includes periodic analysis of
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participation and household characteristics, and for methodological work to
improve future analytic capacities. Impact analyses under the contract
support many FNS legislative and budgetary proposals every year. Other
organizations, such as the Congressional Budget Office, community
organizations, and private research firms, rely on the regular publication of
these studies.

Total Proijected Cost: $7,500,000

Amount Spent to Date: $213,720

Start Date: January 2011

Completion Date: January 2016

Name of Contractor: Mathematica Policy Research
Congressional Mandate: No

Evaluation of Reaching the Underserved Elderly and Working Poor in SNAP Pilot
Grants

This project evaluates six demonstration projects that focus on increasing
SNAP access to either the working pcor or the elderly. The study is using a
double-difference design, examining changes in caseloads during the
demonstrations compared to pefore and after the demonstration projects and
compared to in control sites. It also examines the impact of the pilots on
program costs. X

Total Projected Cost: 81,494,967

Amount Spent to Date: $442,951

Start Date: September 2009

Completion Date: September 2013

Name of Contractor: Mathematica Policy Research
Congressicnal Mandate: No

Healthy Incentives Pilot (HIP) Evaluation

This project will evaluate the impacts of Healthy Incentives Pilot on the
consumption of fruits and vegetables among participants in the Supplemental
Nutrition Assistance Program ({SNAP). Pilot test participants, in Hamden
County, Massachusetts, will earn financial incentives at the point-of-sale
for fruits and vegetables purchased with SNAP benefits. The evaluation
utilizes random assignment of SNAP participants to treatment and control
groups and a rigorous 24-hour dietary recall interview methodology for
collecting dietary intake data. Data will also be collected from SNAP
retailers, MA Department of Transiticnal Assistance staff, and community
partners to (1) describe the process of implementing HIP; (2) assess outcomes
for State and local SNAP staff, their community partners, and SNAP retailers;
and (3} determine costs associated with pilot and any potential expansion.

Total Projected Cost: $9,827,083

Amount Spent to Date: $793,320

Start Date: July 2010
Completion Date: December 2013

Name of Contractor: Abt Associates, Inc.

Congressional Mandate: Yes
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Nutrition Assistance in Farmers Markets: Understanding Current Operations

The objective of this study is to better understand the diverse operational
contexts of farmers markets and how USDA nutrition assistance programs,
particularly SNAP, are/can be integrated into these environments. A
nationally-representative survey of farmers market managers and direct
marketing farmers will be conducted to identify operational characteristics
associated with SNAP participation and respondents’ perceptions of barriers
and facilitators to their participation as a SNAP-authorized retailer.

Total Projected Cost: $1,175,268
Amount Spent to Date: $349,534

Start Date: September 2010
Completion Date: September 2012
Name of Contractor: Westat, Inc.
Congressional Mandate: No

The Effect of Supplemental Nutrition Assistance Program Participation on Food
Security

The objective of this project is determine how, if at all, the prevalence of
nousehold food insecurity and amount of food expenditures vary with SNAP
participation; to determine how, if at all, the observed results vary by key
househeld characteristics and circumstances; and to determine what factors
distinguish between food-secure and food-insecure SNAP households with
children.

Projected Total Cost: $3,999,607

Amount Spent to Date: 5198, 908

Start Date: T July 2010

Completion Date: May 2013

Name of Contractor: Mathematica Policy Research, Inc.
Congressicnal Mandate: No

Understanding Childhood Hunger

The cobjective of this research grant program is to develop a clearer and more
comprehensive understanding of why children experience very low food security
in the United States. Nutrition assistance programs address the economic
factors that are associated with hunger, and food insecurity measures
describe the experience of disrupted eating patterns or reduced intake due to
limited resources. The ensuing research grants will produce information that
can form an integrated research framework, stimulate new and. innovative
research on childhood hunger, and examine the implications for nutrition
assistance programs.

Total Projected Cost: $2,450,000

Amount Spent to Date: $60,046

Start Date: September 2010

Completion Date: May 2014

Name of Contractor: University of Kentucky Research Foundation
Congressional Mandate: No

School Food Purchase Study IIX

The 2008 Farm Bill requires the Secretary to carry out a nationally
representative survey of the foods purchased by school food autherities
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participating in the National School Lunch Program {(NSLP). This study will
provide national estimates of the type, volume, and dollar value of food
acquired by public school districts participating in NSLP. Unlike the
previous two school food purchase studies, it will include school districts
from Alaska, Hawaii, and Puerto Rico. The study will examine shifts in the
type and mix of foods acquired compared to the previous school food purchase

study {SY 1996/97).

Total Projected Cost: $2,712,221

Amount Spent to Date: $2,077,132

Start Date: October 2008

Completion Date: February 2012

Name of Contractor: Promar International, Inc.
Congressional Mandate: Yes - P.L. 110-246

Special Nutrition Program Operations Study

This study will collect information needed to address current policy issues
related te the Special Nutrition Programs. The study is designed to collect
data from a nationally representative sample of about 1,500 school food
authorities ({SFAs) and all Child Nutrition State Agencies. Data collection
for the base year will occur in School Year 2011-12 with optional data
collection from the same sample of SFAs to occur the following twe school
years. This ongeing survey capability is intended to reduce FNS' information
collection costs and reduce the length of time necessary to obtain required
data and thus provide information in a timelier manner.

Total Projected Cost: $1,000,000
Amount Spent to Date: $180,051
Start Date: July 2010
Completion Date: July 2012
Name of Contractor: Westat
Congressional Mandate: No

School Nutrition Dietary Assessment Study-IV

This contract enables FNS to measure the nutritional content and quality of
meals served in the school meals programs. Data is collected from a
nationally representative sample of public schools in the National School
Iunch Program (NSLP) in order to examine the school environment, food service
operating practices, student participation and other characteristics of
schools and School Food Authorities (SFAs) in the NSLP and School Breakfast
Program (SBP); examine school meal participation, determine the content of
meals offered and served to students; and compare findings to previously
conducted studies on school meals. Findings will address the foods and
nutrients in meals offered and served (selected), and provide updated
information on the schoecl nutrition environment.

Total Projected Cost: $4,416,768

Amount Spent to Date: $2,739,500

Start Date: September 2008

Completion Date: December 2011

Name of Contractor: Mathematica Policy Research, Inc.

Congressional Mandate: No
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National School Lunch Program-Direct Certification Study

Use of direct certification has increased since the 2004 reauthorization but
is still not universal, despite the mandate. The core aims of the study are
to describe current direct certification processes and procedures employed by
States and LEAs; explore the relationship between these methods and overall
direct certification performance measures; and identify steps for continuous
improvement in data-matching techniques and tools to increase matching rates.

Total Projected Cost: $999, 964

Amount Spent to Date: $96,009

Start Date: September 2010

Completion Date: September 2012

Name of Contractor: Mathematica Policy Research, Inc.

Congressional Mandate: No

Developing and Evaluating Methods for Using American Community Survey Data to
Support the School Meals Programs

FNS has commissioned the Committee on National Statistics (CNSTAT) of the
National Academies to convene an expert panel to study the technical and
operational issues that arise in using data from the American Community
Survey {ACS) to obtain estimates of students who are eligible for free ox
reduced~price meals for schoels and school districts. Such estimates would
be used to develop “claiming percentages” that could be used to determine
federal reimbursements to districts for the schools that provide free meals
to all students under a new special provision that eliminates the base-year
requirements of current provisions. An interim report
(http://www.fns.usda.gov/ora/MENU/Published/CNP/FILES/SchoolMealsinl. . pdf) was
published in September 2010 that presents the panel’s detailed technical
approach to conducting the study. The panel will evaluate the quality of
estimates for school districts and schools in terms of sampling error, model
bias, timeliness, and other properties that affect their fitness for use in
determining reimbursements to school districts. Using data from five case
studies, the panel will describe the conditions that would render a new
special preovision more or less attractive to school districts. Finally, the
panel will consider the operational feasibility of estimation methods and
identify the administrative agreements and procedures needed to ensure that
the recommended metheds can be implemented in practice.

Total Projected Cost: $1,373,700
Amount Spent to Date: $783,0646
tart Date: April 2009

Completion Date: April 2012

Name of Contractor: Committee on National
Statistics of the National
Academies

Congressiocnal Mandate: No

Regional Office Review of Applications

This project will review a national sample of NSLP applications collected
annually by FNS regional offices to determine the extent of administrative
error incurred during loccal educational agencies approval process of
applications for free and reduced-price meals in the National School Lunch
Program. These administrative error rates are reported to comply with the
Improper Payments Information Act of 2002. The information captured reflects
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the accuracy of local determinations of household size and gross monthly
income and meal price status based on the information provided on
applications.

Total Projected Cost: 0.90 FTEs
Amount Spent to Date: 0.35 FTEs
Start Date: September 2010
Completion Date: December 2011
Name of Contractor: In-house
Congressional Mandate: No

Fresh Fruit and Vegetable Program Evaluation

The Food, Conservation, and Energy Act of 2008 directed the Food and
Nutrition Service (FNS) to conduct an evaluation of the expanded Fresh Fruit
and Vegetable Program (FFVP). This study includes a national sample of 6,144
students in 16 States among 832 schools. Schools sampled in each State will
include FFVP schools that are just above each State’s participation cutoff.
The experiences of students in these FFVP schools will be compared to the
experiences of students in schools that applied to the Program, but due to
funding limitations just missed the cutoff. . The study has a single wave of
data collection using 24-hour dietary recalls, web-based surveys, and
interviews. Data collection has begun. An Interim Report will be submitted to
Congress in September 2011; the final report will be available in 2012.

Total Projected Cost: $3,526,1867

Amount Spent to Date: 51,579,742

Start Date: July 2009

Completion Date: April 2012 (Projected)
Name of Contractor: Abt Associates Inc.

Congressionally Mandated: Yes -Farm Bill, Public Law 110-234
Modeling of High Risk Indicators of Certification Errors in the NSLP

The objectives of this study are to develop a model of high risk indicators
of certification error for public Local Education Agencies (LEAs), as well as
a monitoring tool for use by State Agencies to evaluate LEAs’ relative
certification error risk. This study uses FNS secondary data over multiple
years to examine household reporting, administrative, and total error to
develop the models for public LEAs. This study also develops a monitoring
tool using model parameters to automate the process of annually evaluating
LEAs risks. It is planned that States will be able to use the tool to output
a ranking of LEAs by risk. Tcol development is in process.

Total Projected Cost: $432, 602

Amount Spent to Date: $185, 000

Start Date: August 2009

Completion Date: October 2011

Name of Contractor: Mathematica Policy Research

Congressionally Mandated: No

Review of NSLP and SBP Meal Patterns and Nutrient Requirements and Review of
CACFP Meal Requirements

School Meals: Building Blocks for Healthy Children - FNS commissioned the
Institute of Medicine (IOM) to provide recommendations to revise the
nutrition- and food-related standards and requirements for the National
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School Lunch and School Breakfast programs. An expert committee was formed
and it used the 2005 Dietary Guidelines for Americans and the IOM’s Dietary
Reference Intakes for its assessment. A final report was issued in February
2010, and was used to inform the development of a proposed rule to update
NSLP nutrition standards.

Child and Adult Care Food Program: Aligning Dietary Guidance for All - FNS
commissioned the Institute of Medicine to convene a panel of experts to
undertake a study to review and recommend revisions to the meal pattern
requirements for the Child and Adult Care Food Program (CACFP). The major
objective was to develop practical recommendations that would bring CACFP
meals and snacks into alignment with current dietary guidance. A report was
released in November 2010.

{Contract covers both studies.)

Total Projected Cost: 52,491,673

Amount Spent to Date: $2,120,038

Start Date: February 2008
Completion Date: December 2011

Name of Contractor: Institute of Medicine
Congressicnal Mandate: No

Nutrient and MyPyramid Analysis of USDA Foods in the NSLP, CACFP, CSFP,
TEFAP, and FDPIR

This study will carry out a nutrient and food group analyses of USDA foods
distributed through the National School Lunch Program (NSLP), Child and Adult
Care Food Program {CACFP), Commodity Supplemental Food Program (CSFP), The
Emergency Food Assistance Program (TEFAP) and the Food Distribution Program
on Indian Reservations (FDPIR}. This report is an update and expansion of the
analyses contained in FDPIR Food Package Nutritional Quality: Report to
Congress (http://www.fns.usda.gov/ora/menu/Published/CNP/FILES/FDPIR_FoodPacka
ge_Summary.pdf ). The analysis includes two broad analyses. The first will
assess the nutritional gquality of the USDA foods made available to the NSLP,
CACFP, CSFP, TEFAP and FDPIR. The second should be weighted appropriately for
the mix of USDA foods actually distributed through these programs. These
analyses will establish baseline nutritional profiles for USDA foods in the
NSLP, CACFP, CSFP, TEFAP and FDPIR.

Total Projected Cost: $104,974
Amount Spent to Date: $51,212

Start Date: September 2010
Completion Date: May 2011

Name of Contractor: Westat
Congressional Mandate: No

Direct Certification Report to Congress SY 2010-2011

This study responds to the legislative requirement of Public Law 110-246 to
assess the effectiveness of State and local efforts to directly certify
children for free school meals. Under direct certification, children are
determined eligible for free school meals without the need for household
applications by using data from other means-tested programs. The 2004 Child
Nutrition and WIC Reauthorization Act required local educational agencies
(LEAs) to establish a system of direct certification of children from
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households that receive Supplemental Nutrition Assistance Program ({(SNAP}
benefits by School Year (8Y) 2008-2009.

Total Projected Cost: $89,268

Amount Spent to Date: $0

Start Date: April 2011

Completion Date: October 2011

Name of Contractor: Mathematica Policy Research
Ceongressional Mandate: Yes - Public Law 110-246

Child and Adult Care Food Program {CACFP) At Risk After School Meal Program
Best Practices Report

This study responds to the requirement in the Healthy, Hunger-free Kids Act
of 2010, Sec 337 that FNS must submit a report to Congress that addresses
best practices for soliciting sponsors and any federal or state laws that may
be a barrier to participation of the at-risk after school meal program. The
analysis will select 9 States from a pool of 14 States that are currently
participating in the CACFP at-risk after school meal program; gather
information on various practices in these States; and submit a report that
describes the findings to FNS. Objectives of the report include identifying
success indicators, constraints and opportunities in operating the at-risk
program {such as recruiting sponsors, identifying local champions, and their
implementation of the at-risk program), identifying challenges and barriers
(such as State and local licensing requirements), and identifying strategies
for addressing implementation barriers.

Total Projected Cost: 569,113

Amount Spent to Date: $0

Start Date: April 2011

Completion Date: Nevémber 2011

Name of Contractor: Westat

Congressional Mandate: Yes - Healthy, Hunger~free Kids Act of 2010, Sec
337

CACFP Program Assessment of Sponsor Tiering Determination 2010

The Improper Payments Information Act of 2002 (Act) (Public Law 107-300)
requires the Department of Agriculture (USDA) to identify and reduce erronsous
over- and under-payments in various programs, including the Child and Adult
Care Food Program (CACFP). CACFP makes nutritious meals and snacks available
each day to children and adults who are enrolled in participating child-care
centers, day-care homes, and adult day-care centers. The cbjective of the
current project is to develop an estimate of the extent to which sponsors!
misclassify family child day-care homes (FDCHs) as Tier I or Tier II for
program reimbursement of meal claims. a key requirement of FNS’ overall plan
to assess and reduce erroneous payments.

Total Projected Cost: $255,484

Amount Spent to Date: $141,046

Start Date: July 2010
Completion Date: August 2011

Name of Contractor: Abt Associates, Inc.

Congressional Mandate: Yes {(supports compliance with PL 107-300)
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Child and Adult Care Food Program (CACFP) Improper Payments Meal Claims
Assessment 2010

The Improper Payments Information Act of 2002 (IPIA, Public Law 107-300)
requires all Federal agencies to calculate the amount of improper payments in
Federal programs and to periodically conduct detailed assessments of
vulnerable program components. This study of the family day care home (FDCH)
component of the Child and Adult Care Family Program (CACFP) is designed to
develop estimates of the rate and cost of meals in 2010 claimed by FDCHs and
reimbursed in error. The sampling, data collection, analysis and reporting
plans are designed to conduct a feasibility analysis of the research
methodology using a nationally distributed subsample of the national sample
frame of sponsors, FDCH providers and parents.

Total Projected Cost: $898, 371

Amount Spent to Date: $84,436

Start Date: June 2010

Completion Date: February 2012

Name of Contractor: ICF Macro International, Inc
Congressional Mandate: Yes ({supports compliance with PL 107-300)

Evaluation of Impact of Incentives Demonstrations on Participation in the
Summer Food Service Program (Wave I)

The Agriculture, Rural Development, Food and Drug Administration, and Related
Agencies Appropriations Act of 2010 (P.L. 111-80) provided funds for the
United States Department of Agriculture’s (USDA) Food and Nutrition Service
(FNS) to carry out a series of demonstration projects aimed at preventing
food insecurity and hunger among children during the summer months when
schools are not in session. The demonstrations, collectively titled the
Summer Food for Children demonstrations, are aimed at improving low-income
children’s access to nutrition assistance during the summer months. In 2010,
FNS developed and tested two innovative strategies to increase participation
in the Summer Food Service Program (SFSP). These enhancement demonstrations
included provisions for:

1. Incentives for sponsors to extend the duration of program operations
(called the ‘Extending Length of Operation Incentive Project’ and

2. Funds for enrichment activities at sites (called the ‘Activity Incentive
Project).

The purpose of the study is to present the findings from these multiyear
demonstraticns. These demcnstrations are expected to reduce food insecurity
among low-income children by increasing access to and participation in the
SESP.

Total Projected Cost: $302,571

Amount Spent to Date: $0

Start Date: August 2010

Completion Date: June 2012

Name of Contractor: Insight Policy Research,
Inc.

Congressional Mandate: Yes - The Agriculture, Rural

Development, Food and Drug
Administration, and Related
Agencies Appropriations Act
of 2010 (P.L. 111-80)
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Evaluation of the Summer Food Service Program Enhancement Demonstrations
{(Wave II}

For summer 2011, two types of Summer Food Service Program (SFSP} enhancement
demonstration projects will be implemented and evaluated:

Home Delivery Demonstration Project: This project will provide funding for
approved sponsors in the selected State(s} to develop ways to deliver summer
meals to eligible children in rural areas at a sustainable cost. This may
include identification of and delivery to homes of children certified for
free or reduced-price school meals, to drop-off sites where parents have been
informed they or their eligible children can collect the meal for off-site
consumption, or other methods of providing meals that are exempt from the
congregate feeding requirement.

Food Backpack Demonstration Project: This demonstration will supplement the
traditional SFSP by utilizing an additional method of meal delivery during
the summer on days that meals are not available at SFSP sites by providing
eligible children with food backpacks to take home with meals to cover the
days that SFSP meals are not available, typically on the weekends. Approved
sponsors must operate a congregate meal site under the SFSP for a majority of
the week and use the backpacks to supplement the traditional meal service.
Backpacks are not intended to replace a congregate meal program nor reduce
the number of days a congregate meal program operates.

Total Projected Cost: $§ 1,475,315

Amount Spent to Date: $ 68,054

Start Date: December 2010

Completion Date: September 2013

Name of Contractor: Westat

Congressional Mandate: Yes - The Agriculture, Rural Development,

Food and Drug Administration, and Related
Agencies Appropriations Act of 2010 (P.L.
111-80}

Evaluation of the Impact of the Summer Food for Children Household-based
Demonstrations on Food Insecurity

The Agriculture, Rural Development, Food and Drug Administration, and Related
Agencies Appropriations Act of 2010 (P.L. 111-80) provided funds and
authority for FNS to conduct and rigorously evaluate the Summer EBT for
Children (SEBTC) demonstrations—that provide food assistance to households
with schocl~aged children during the summer. The benefits will be delivered
through the electronic benefit transfer (EBT) procedures used by the SNAP and
WIC programs. The evaluation of SEBTC has three broad objectives: (1) to
examine the impact of SEBTC on the prevalence of very low food security and
other measures of food security among children, their nutritional status,
housenold food expenditures, and household participation in nutrition
assistance programs, (2} to describe receipt and use of the benefits, and (3}
to examine the feasibility of implementing the SEBTC, and to document its
costs, the approaches used, and the challenges and lessons learned during the
demonstrations.
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Total Projected Cost: $24,499,752

Amount Spent to Date: $400,538

Start Date: December 2010

Completion Date: July 2013

Name of Contractor: Abt Associates, Mathematica Policy Research,
Imadgen

Congressional Mandate: Yes - The Agriculture, Rural Development, Food
and Drug Administration, and Related Agencies

Appropriations Act of 2010 (P.L. 111-80)
WIC Participant and Program Characteristics - 2010

Data for this project has been generated from WIC State management information
systems bilennially since 1992, based on a near census of WIC participants as
they are enrolled in the program. The project’'s report will summarize
demographic characteristics of WIC participants nationwide in April 2010,
with information on participant income and nutrition risk characteristics.
report will also describe WIC members of migrant farm-worker families. A
national estimate of breastfeeding initiation for WIC infants will be included.

alon
The

Total Projected Cost:
Amcount Spent to Date:
Start Date:

Completion Date:

Name of Contractor:
Congressional Mandate:

$858,258

$551, 654

May 2008

December 2012

Abt Associates, Inc
No

Evaluation of the Birth Month Breastfeeding Changes to the WIC Food Packages

In 20092 the WIC Food Packages were revised based on recommendations from the

Institute of Medicine

the States.
{e.g.,

{IOM) .
of the changes on breastfeeding.
recommendation and gathers informat

The IOM recommended that FNS study the impact
s study responds to the IOM
on from 16 local WIC agencies

{LWAs) and

+

The study also gathers contextual information about the LWAs
size and composition,

other efforts to promote breastfeeding) and

about the planned and actual implementation of the Interim rule as it relates

to the breastfeeding options at the State and the LWA levels.
questions address Food Package Choices, the incidence, duration,
intensity of breastfeeding,

package changes.

Total Projected Cost:
Amount Spent to Date:
Start Date:

Completion Date:

Name of Contractor:
Congressicnal Mandate:

Study research
and
and how local WIC agencies implement the food

$2,437,830

1,834,980
August 2008
August 2011
Abt Associates,
No

Inc.

State Food Package Policy Options Study

The interim final rule updating the WIC food packages was implemented by

State WIC agencies by October 2009.
policy decisions by each State regarding specific foods,
vendor minimum stock requirements,
choices available to the States under the rule.

package sizes,

Implementation required a complex set of
food brands and

and other administrative
This study describes the

variety cf State choices and provides operational information useful in
developing the final rule.
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Total Projected Cost: $367,063

Amount Spent to Date: $263,095

Start Date: September 2009

Completion Date: September 2011

Name of Contractor: Mathematica Policy Research, Inc.

Congressional Mandate: No
WIC Breastfeeding Peer Counseling Study

This has two components: an implementation study (Phase 1) and an impact
study (Phase 2). Phase 1, published in spring 2010, presented a
comprehensive and detailed picture of how the Loving Support Peer Counseling
Program was implemented in States and local WIC agencies (LWAs) throughout
the country. One important finding of this first phase was that there is
variation in the implementation of the Loving Support peer counseling program
in local WIC agencies, particularly variation in the frequency, timing and
location of in-person peer counseling offered to WIC participants pre- and
post-partum. The Phase 2 study will examine how specific variations in
implementing peer counseling using the Loving Support model affect
breastfeeding outcomes.

Total Projected Cost: 52,555,587

Amount Spent to Date: $1,154,430

Start Date: September 2006
Completion Date: December 2013

Name of Contractor: Abt Associates, Inc.

Congressional Mandate: No
National Survey of WIC Participants II

This project updates information on nutritional risks, sources of food
assistance, family composition, health insurance coverage, and provides
national estimates of income certification error and the dollar level of
certification related overpayment and underpayment in the program. The survey
also supports FNS compliance with the Improper Payments Information Act of
2002 (IPIA). The survey expands upon the previous design by providing
national estimates of income certification error and the dollar level of
certification-related overpayment and underpayment in the Program. This
project also develops and tests a methodology to age improper payment
estimates. In addition, information from this survey will be used by FNS,
State and local agencies in decision-making to update services to most
effectively meet participants’ needs. State and local agency data collection
and participant surveys have been completed. Final reports are currently
undergoing revisions.

Total Projected Cost: $2,764,862

Amount Spent to Date: $2,495,882

Start Date: October 2007
Completion Date: August 2011 (Projected)
Name cf Contractor: ICF Macro

Congressionally Mandated: No
Annual Measures of Erroneous Payments to WIC Vendors
About every 7 years, FNS conducts a national survey of WIC vendors and

produces national measures of payment error estimated from in-store
compliance buys to meet the requirements of the Improper Payment Information
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Act (IPIA 2002). The last such study collected data in 2004-05. In interim
years, this project ages and updates the survey data to produce annual
national estimates of WIC vendor payment error. This study’s objectives are
to: calculate an annual measure of erroneous payments to WIC vendors that is
compliant with the requirements of IPIA; train FNS staff on how to perform
the calculation in future years; and suggest ways in which FNS and/or State
agencies can better target future reviews of WIC vendors and/or improve
sources of relevant data. Final reports are currently undergoing revisions.

Total Projected Cost: $436,200

Amount Spent to Date: $429,200

Start Date: July 2006
Completion Date: May 2011 (Proijected)
Name of Contractor: ICF Macro

Congressionally Mandated: No
WIC-Medicaid Cost-Benefit Study

The first FNS-sponsored WIC Medicaid Study, published in 1981, found that in
1987-88, every dollar spent on WIC services to low-income pregnant women
saved $1.77 to $3.13 in Medicaid cost during the first 60 days following
delivery. The present study will explore the feasibility of 1) replicating
this study to update the findings, and 2} extending the exploration of WIC
cost-benefit and cost-effectiveness for pregnant women and other categories
of WIC participants. The contract includes an option to extend the study to
additional States 1f the analysis proves feasible. The cost and timing
information provided below includes only the feasibility study.

Total Projected Cost: 531,757,160
Amount Spent to Date: $ 234,709
Start Date: August 2010
Completion Date: August 2012
Name of Contractor: Mathematica
Congressional Mandate: No

Potential Uses of the National Children’s Study

The National Children’s Study - led by DHHS and the Environmental Protection
Agency - will examine the effects of environmental, biological, genetic, and
psychosocial influences on the health and development of 100,000 children
across the United States, following them from before birth until age 21.
This project will explore the potential use cf the study to address critical
WIC program research questions, by commissioning experts to develop
descriptive papers that: 1) identify information planned for collection
through the study that could be helpful in assessing WIC impacts and
improving policy and operations; 2) delineate data limitations, and
potential steps to minimize their impact; and 3) identify guestions that
could feasibly be added to the study to further enhance its value to WIC and
other ENS program.

Total Projected Cost: 540,541

Amount Spent to Date: $0

Start Date: March 2011
Completion Date: June 2011

Name of Contractor: The Urban Institute

Congressional Mandate: No
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National and State-level Estimates of WIC Eligibles and WIC Program Reach

This study will estimate the WIC-eligible population for the U.S., for each
of the 7 FNS regions, and for each of the 50 States, the District of
Columbia, and five U.S. territories: the Commonwealth of Puerto Rico, the
United States Virgin Islands, Guam, American Samoa, and the Commonwealth of
the Northern Mariana Islands. Estimates will include breakdowns of each of
the eight participant subgroups: pregnant women, infants, children at each
year of age (ages 1, 2, 3, and 4), breastfeeding women, and postpartum non-
breastfeeding women. These estimates are used to help allocate funding in the
WIC funding formula and to track the national WIC coverage rate.

Total Projected Cost: $241,017

Amount Spent to Date: $4,936

Start Date: September 2010
Completion Date: August 2011
Name of Contractor: Urban Institute
Congressicnal Mandate: No

WIC Vendor Management Practices Data Aging

This study updates the annual aging of data on WIC vendor erroneous payments
for reporting in the USDA Performance and Accountability Report (PAR). It
helps fulfill the requirements of the Improper Payments Accountability Act of
2002 (PL 107-300). Using a statistical procedure called “raking”, data from
the bockend study of WIC vendor payments in 2004-2005 are adjusted using
administrative data reported by States and maintained in the Integrity
Profile (TIP) database. The TIP database includes reports of findings from
the required covert compliance purchases at WIC vendors conducted on an
ongoing basis by State WIC agencies. Annual aging of the data from the 2004-
2005 study will be needed until results from the new “Assessment of WIC
Vendor Management Practices” study are available.

Total Projected Cost: 8§147,117

Anmount Spent to Date: $23,4889

Start Date: September 2010

Completion Date: October 2011

Name of Contractor: Mathematica Policy Research, Inc.
Congressional Mandate: Yes {supports compliance with PL 107-300}

Center for Behavioral Economics and Child Nutrition Research

The Center is to provide economic and cother social science informaticn and
analysis for public and private decisions on agriculture, food, natural
resources, and rural America. The Center shall span the conceptual and
practical aspects of behavioral economics research, providing a bridge for
innovative frontline research to be disseminated effectively to food service
administrators and other practitioners. Grants will be awarded yearly to PhD
candidates and junior faculty seeking funding for either experimental or
econometric research projects examining behavioral economic issues as applied
to nutrition or more especially childhood nutrition. Analyses of natural
experiments and field experiments within the context of school cafeterias
will be particularly encouraged.
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Total Projected Cost: $999, 762

Amount Spent to Date: $20,000

Start Date: September 2010
Completion Date: December 2013

Name of Contractor: Cornell University
Congressional Mandate: No

Grants/Cooperative Agreements to Meet Food, Nutrition and Health Needs of
Program Eligible Participants

These grants and cooperative agreements with States and local governments,
universities, hospitals and non-profit organizations to identify, develop and
undertake projects to meet FNS program needs and the food, nutrition, and
health of program eligible participants. The grantees and recipients would
work cooperatively with FNS to:

1. Support researcher-initiated projects that use a common approach to
reporting findings to ensure transparency and facilitate a meta-analysis
of all projects:

2. Coordinate activities among researchers;

3. Effectively use technology and digital media to achieve desired outcomes;
and

4. Advance communication and cocordination to improve target behaviors.

FNS' primary objective for these grants and cooperative agreements is to
support interest in exploring better ways to improve and assess the needs of
Food and Nutrition Service programs and their impact on the food, nutrition
and health of program eligible participants.

Total Projected Cost: $3,250,000 for 3 grants/cooperative agreements
Amount Spent to Date: None

Start Date: September 2011

Completion Date: September 2012

Name of Contractor: Neone Awarded

Congressional Mandate: No

Completed Studies
Benefit Redemption Patterns in the Supplemental Nutrition Assistance Program

This study identifies how SNAP spending patterns, such as the rate at which

households spend their benefits, changed following the American Recovery and
Reinvestment Act (ARRA) benefit increase and analyzes how spending patterns

differed across household characteristics, time and States.

Total Projected Cost: $349, 987

Amount Spent to Date: $349, 987

Start Date: August 2009

Completion Date: January 2011

Name of Contractor: Mathematica Policy Research
Congressional Mandate: No

Measuring Program Access, Trends, and Impacts for Nutrition Assistance
Programs (2008-2010)

This contract provided support September, 2008 through ARugust, 2010 for
estimating effects of potential program changes, for short-turnaround
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analyses of current issues, periodic analysis of SNAP participation and
househcld characteristics, and for research needed to improve future analytic
capacities. Specifically, the contract produced the FY 2007 national and
state participation rates for SNAP and the FY 2008 SNAP household
characteristics analysis.

Tetal Projected Cost: $1,756,962

Amount Spent to Date: $1,691,130

Start Date: September 2008

Completion Date: August 2010

Name of Contractor: Mathematica Policy Research
Congressional Mandate: No

The Extent of Trafficking in the Food Stamp Program: 2006-2008 Update

In its efforts to increase and monitor program integrity, FNS has created a
data-based, nationwide estimate of the prevalence of trafficking in the Food
Stamp Program. These estimates have become one indicator of how well the
Food Stamp Program is performing. This project replicated estimates with
current data.

Total Projected Cost: $117,157
Amount Spent to Date: $117,155

Start Date: September 2009
Completion Date: December 2010
Name of Contractor: ORC MACRO
Congressional Mandate: Ne

Implementing Supplemental Nutrition Assistance Program in Puerto Rico: A
Feasibility Study

The Food, Conservation and Energy Act of 2008 {P.L. 110-246} directed the
Secretary of Agriculture to conduct a study of the feasibility and effects of
including Puerto Rico as a “State” under Section 3 of the Food and Nutrition
Act of 2008 (P.L. 110-246) instead of providing funding through the Nutriticn
Assistance Program (NAP) block grant. This study assessed the potential
impact of establishing the Supplemental Nutrition Assistance Program (SNAP)
in Puerto Rico, including the administrative burden and costs to both the
U.8. Government and government of Puerto Rico.

Total Projected Cost: $999, 974
Amount Spent to Date: $998,612
tart Date: February 2009
Completion Date: June 2010
Name of Contractor: Insight Policy Research, Inc.

Congressional Mandate: Yes

Understanding the Relationship between Food Stamp Houschold Spending Patterns
and Diet Quality

This report uses data from the Consumer Expenditure Survey, National Food
Stamp Program Survey, and Naticnal Health and Nutrition Examination Survey
to compare food spending patterns and diet quality among SNAP participants
and SNAP-eligible non participants. The study analyzes general household
spending patterns and the percentage and absolute change in diet quality
measures that result from a ten percent increase in housshold food spending
for both groups.
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Total Projected Cost: $500, 000
Amount Spent to Date: $500, 000

Start Date: April, 2008
Completion Date: June, 2010
Name of Contractor: Mathematica Policy Research, Inc.

Congressional Mandate: No
Enhancing Food Stamp Certification: Food Stamp Modernization Efforts

This national study documented key features and perceived outcomes assoclated
with SNAP modernization initiatives. The study was completed in two phases:
(1) a national inventory of all modernization activities and (2} intensive
case studies in 14 states.

Total Projected Cost: $1,207,073
Amount Spent to Date: $1,207,073
Start Date: September 2006
Completion Date: December 2009
Name of Contractor: Urban Institute
Congressional Mandate: No

CACFP Program Assessment of Sponsor Tiering Determination 2008 and 2009

The Improper Payments Information Act of 2002 (Act) (Public Law 107-300)
requires the Department of Agriculture (USDA) to identify and reduce errcneous
over- and under-payments in various programs, including the Child and Adult
Care Food Program (CACFP). CACFP makes nutritiocus meals and snacks availabkle
each day to children and adults who are enrcolled in participating child-care
centers, day-care homes, and adult day-care centers. The project developed an
estimate of the extent to which sponsors' misclassify family child day-care
homes (FDCHs) as Tier I or Tier II for program reimbursement of meal claims - a
key requirement of FNS' overall plan to measure and reduce erroneous payments.

Total Projected Cost: $793,204

Amount Spent to Date: $793,204

Start Date: April 2008

Completion Date: August 2010

Name of Contractor: Abt Associates, Inc.

Congressional Mandate: Yes {supports compliance with PL 107-300)

WIC Participant and Program Characteristics - 2008

Data for this project has been generated from WIC State management information
systems biennially since 1992, based on a near census of WIC participants as
they are enrolled in the program. The project's report summarizes demographic
characteristics of WIC participants nationwide in April 2008 and 2010, along
with information on participant income and nutrition risk characteristics. The
report also describes WIC members of migrant farm worker families. A national
estimate of breastfeeding initiation for WIC infants is included.

Total Projected Cost: $844, 450

Amount Spent to Date: $844,450

Start Date: September 2007
Completion Date: December 2010

Name of Contractor: ABT Associates, Inc

Congressional Mandate: No



203

Planning A WIC Research Agenda

The Institute of Medicine (IOM) through its Food and Nutrition Board will
held a 2-day public workshop on emerging research needs for the Special
Supplemental Nutrition Program for Women, Infants, and Children (WIC). This
workshop addressed key research issues, methodological issues and solutions
related to the future research agenda. The IOM defined the specific topics to
be addressed, developed the agenda, and selected and invited speakers and
other participants. An individually-authored summary of the workshop was
prepared and reviewed through National Academies procedures prior to release
in Spring 2011.

Total Projected Cost: $297, 957

Amount Spent to Date: $221,209

Start Date: 03/15/2010

Completion Date: 03/14/2011

Name of Contractor: Institute of Medicine
Congressional Mandate: No

Selecting Policy Indicators and Developing Simulation Models for the National
School Lunch and Breakfast Programs

The study used data from SNDA-III to identify characteristics of schools and
school environments that are assoclated with the nutritional guality of
school meals; and used this information to develop predictive models to
estimate the impact of potential policy changes on the nutritional quality of
school meals, participation rates, and program costs. The modeling framework
focused on the factors directly related te the linkages between
policies/practices and key outcomes.

Total Projected Cost: $312,154

Amount Spent to Date: $312,154

Start Date: 01/2009

Completion Date: 1/2010 .
Name cf Contractor: Mathematica Policy Research, Inc.
Congressicnal Mandate: No

WIC Breastfeeding Peer Counseling Study Final Implementation Report-Phase 1

The WIC Peer Counseling study has two components: an implementation study
{Phase 1) and an impact study (Phase 2). Phase 1 of the WIC Breastfeeding
Peer Counseling study, published in spring 2010, developed a comprehensive
and detailed picture of how the Loving Support Peer Counseling Program was
implemented in States and local WIC agencies {LWAs} throughout the country.
One important finding of this first phase was that there is variation in the
implementation of the Loving Support peer counseling program in local WIC
agencies, particularly variation in the frequency, timing and location of in-
person peer counseling offered to WIC participants pre- and post-partum.
Phase 2 of the study will examine how specific variations in implementing
peer counseling using the Loving Support model affect breastfeeding outcomes.

Total Projected Cost: 58985, 040

Amount Spent to Date: $818,015

Start Date: 01/2009

Completion Date: 1/2010

Name of Contractor: Abt Associates Inc.

Congressional Mandate: No
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Regional Office Review of Applications (RORA) for School Meals 2009

This is the fifth in a series of annual reports that examines administrative
error incurred during the local educational agencies’ (LEAs) approval process
of applications for free and reduced-price school meals. About 98 percent of
students submitting applications for meal benefits in SY 08/09 were certified
for the correct level of meal benefits, based on information provided on the
application. The percent of all students with administrative errors in the
processing of their application for meal benefits dropped significantly in SY
2008/09 compared to the previous 4-year period, when administrative errors
ranged between 3 and 4 percent. In SY 2008/09 LEA eligibility determinations
were incorrect for 2.0 percent of students approved or denied based on
information on the application. 0f these students approved incorrectly,
about two-thirds (64 percent) were certified for more benefits than were
justified based on the documentation available. About cne-third of over-
certifications resulted from approval of incomplete applications.

Total Projected Cost: 0.90 FTEs per year
Amcunt Spent to Date: 0.90 FTEs

Start Date: September 2008
Completion Date: November 2010

Name of Contractor: In-house
Congressional Mandate: No

Regional Office Review of Applications (RORA)} for School Meals 2008

This is the fourth in a series of annual reports that examines administrative
error incurred during the local educational agency’s (LEA) approval process of
applications for free and reduced-price meals in the National School Lunch
Program {NSLP). In school year 2007/08 about 96 percent of students submitting
applications for meal benefits received the correct level of meal benefits,
based on information in the application files. The percent of all students
with errors in the processing of their applications for meal benefits has
remained relatively stable over the 4-year period, with administrative errors
ranging between 3 and 4 percent.

Total Projected Cost: 0.90 FTEs per year
Amount Spent to Date: 0.90 FTEs

Start Date: September 2007
Completion Date: February 2010

Name of Contracter: In-house
Congressional Mandate: No

Evaluation of Direct Verification

This contract with Abt started with an evaluation of the feasibility and
effectiveness of Direct Verification using Medicaid in five pilot states in
the first year ({(2005-2006): Indiana, Oregon, South Carclina, Tennessee and
Washington. Georgia was added during the second pilot year (2006-2007). An
additional option funded involved a series of nine meetings with State Child
Nutrition Officials to share experiences gained from the pilot studies, and
provide technical assistance -including site visits~ working on implementing
direct verification using Medicaid.



Total Projected Cost:
Amount Spent to Date:
Start Date:

Completion Date:

Name of Contractor:
Congressional Mandate:
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$1,475,052

$1,060, 383

May 2006

November 2010

Abt Associates Inc.
No

Regional Office Review of NSLP Applications 2010 (RORA)

This study is a task under the Child Nutrition Analysis and Modeling BPA.
The goal of the RORA project is to develop an annual nationally
representative estimate of the rate of administrative accuracy of school
district application approval and benefit issuance for free/reduced price

meals.

Total Projected Cost:
Amount Spent to Date:
Start Date:

Completion Date:

Name of Contractor:
Congressional Mandate:

$89,653
$89,653
September 2010
April 2011
Westat

No

Direct Certification Report to Congress SY 2009-2010

This report responds to the legislative requirement of Public Law 110-246 to
assess the effectiveness of State and local efforts to directly certify

children for free school meals.

Under direct certification, children are

determined eligible for free schocl meals without the need for household

applications by using data from other means-tested programs.

The 2004 Child

Nutrition and WIC Reauthorization Act reguired local educational agencies
(LEAs) to establish a system of direct certification of children from
households that receive Supplemental Nutrition Assistance Program (SNAP)

benefits by School Year

Total Projected Cost:
Amount Spent to Date:
Start Date:

Completion Date:

Name of Contractor:
Congressional Mandate:

{SY} 2008-2009.

1/3 FTE

1/3 FTE

May 2010

October 2010

In House

Public Law 110-246

Direct Certification Report to Congress SY 2008-2009

This report responds to the legislative requirement of Public Law 110-246 to
assess the effectiveness of State and local efforts to directly certify

children for free school meals.

Under direct certification, children are

determined eligible for free school meals without the need for household

applications by using data from other means-tested programs.

The 2004 Child

Nutrition and WIC Reauthorization Act required local educational agencies
(LEAs) to establish a system of direct certification of children from
households that receive Supplemental Nutrition Assistance Program (SNAP)

benefits by School Year

(SY) 2008-2009.
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Total Projected Cost: 1/3 FTE

Amount Spent to Date: 1/3 FTE

Start Date: May 2009
Completion Date: October 2009

Name of Contractor: In House
Congressional Mandate: Public Law 110-246

2008-2009 NSLP Verification Summary Report

This report summarizes the results of the school year 2008-2009 application
verification process for the National School Lunch Program and School
Breakfast Program. Fach year local educational agencies (LEAs) draw a sample
of applications approved for free or reduced-price school meal benefits for
review. LEAs contact the selected applicants to request documentation in
support of their applications. Based on that information, LEAs confirm or
correct the applicants’ initial certification for free or reduced-price
penefits. The report provides detail on the SY 2008-2009 verification
process and limited analysis of trends over time.

Total Projected Cost: 1/10 FTE
Amount Spent to Date: 1/10 FTE
Start Date: October 2010
Completion Date: Marxrch 2011
Name of Contractor: In House
Congressional Mandate: No

Center for Nutrition Policy and Promotion Studies and Evaluations
Ongoing Studies

Food and Nutrition Service Nutrition Education Study

Response: An ongoing project is the Food and Nutrition Service (FNS)
Nutrition Education Study. The objective of this project is to identify,
through contract-assisted research, the most effective strategies and tools
for delivering nutrition education that improves the food choices and other
nutrition~related behaviors of children and adolescents, including those
served by the FNS nutrition assistance programs. This project will also
examine the scientific evidence regarding the linkage between nutrition and
academic performance in school-aged children. The apprcaches to be used
include: (1) performing evidence-based reviews assisted by an expert
workgroup; (2) summarizing existing research and the results of environmental
scans, {3) conducting and summarizing the results of ethnographic research,
in-depth interviews, and site visits focusing on exemplary nutrition
education programs, and (4} developing user-friendly evidence-based products
that will be available to the public through the USDA’s Nutrition Evidence
Library (NEL). The results of this project can be used to inform federal
nutrition education policy and programs, aid in the development of nutrition
education guidance and communication strategiles, and inform the development
of effective nutrition education interventions targeting behavior change.
The contractors below are providing information technology and ethnographic
research support{respectively)for the project.
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Total Project Cost: $190, 000

Amount Spent to Date: $133,617

Start Date: June 2010

Completion Date: September 2011

Name of Contractors: American Dietetic Association

IMPAQ Internaticnal, LLC
Congressional Mandate: No

Completed Studies
Evidence-Based Reviews for the Dietary Guidelines Advisory Committee

Response: In 2010, the Evidence Analysis Library Division (EALD) in the
Center for Nutrition Policy and Promotion conducted studies to support the
work of the Dietary Guidelines Advisory Committee (DGAC). The objective of
this project was to provide to the DGAC portfolios of evidence-based
systematic reviews of the science using USDA's Nutrition Evidence Library
{NEL), which CNPP built and maintains. The project responded to 130 research
questions raised by the 2010 DGAC, the analyses of which would form the basis
for the Committee’s conclusions on which the 2010 Dietary Guidelines are
based. Studies were completed in the following areas: (1) energy balance and
weight management, (2} nutrient density, (3) fatty acids and cholesterol, (4)
protein, (5) carbohydrates, {(6) sodium, potassium, and water, (7) alcochol,
and (8) food safety and technology. The results of the evidence-based
reviews were used by the Committee to form its recommendations, which were
reported to the Secretaries of USDA and HHS (Health and Human Services). The
results of the studies are found at NutritionEvidencelibrary.gov. The
contractor provided information technology support and software support for
the work of the EALD staff.

Total Project Cost: $494,09%

Amount Spent to Date: $494,099

Start Date: January 2006

Completion Date: Octeober 2010

Name of Contractor: American Dietetic Association

Congressional Mandate: Yes

Mr. Kingston: Provide a list of all studies and evaluations that are
planned for fiscal years 2011 and 2012. Indicate which year they are planned
to start and the estimated cost for each.

Response: The FNS Nutrition Assistance Study and Evaluation Plan for
fiscal year 2011 follows. Most of these projects will be funded through a
competitive procurement process. Because expected cost is procurement-—
sensitive information, the plan does not display the government's independent
cost estimates.

Study and evaluation plans for fiscal year 2012 will be based on both
internal review of FNS needs and solicitation of ideas from a wide variety of
external sources familiar with the programs. The President’s Budget request
includes continued funding to support a range of important program assessment
activities, including focused studies of program operations, development of
comprehensive measures of program performance to inform and foster outcome-
based planning and management, and technical assistance to States and
communities for practical demonstrations of potential policy and program
improvements. It also includes targeted increases for studies to support
program integrity and meal gquality in the Child Nutrition Programs.
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These activities provide the crucial foundation for strategic planning
and program innovation needed to respond to emerging issues and problems and
support effective stewardship of the taxpayer investment in nutrition
assistance.

[The information follows:]
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FoOD AND NUTRITION SERVICE
RESEARCH AND EVALUATION PLAN — FISCAL YEAR 2011

OCTOBER 22,2010

CONTENTS

USDA STRATEGIC GOAL: ALL OF AMERICA’S CHILDREN HAVE ACCESS TO SAFE, NUTRITIOUS
AND BALANCED MEALS

FNCS Priority: End Childhood Hunger by 2015

FNCS Priority: Develop a Comprehensive National Effort to Reduce Obesity .....cccvueeasn.
FENCS Priority: Provide Healthier Food in Schools and Child Care Centers.....cunvrieecnene
FNCS Priority: Expand the Farm-Food Connection in FNS Programs.....cinisnnncns

FNCS Priority: Continue Modernizing FNS Programs

SUPPORT FOR NUTRITION ASSISTANCE PROGRAM MANAGEMENT AND PERFORMANCE ....evvene.

(Note: Projects described in this plan are subject to available funds, and may change
without notice)
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USDA STRATEGIC GOAL: ALL OF AMERICA’S CHILDREN
HAVE ACCESS TO SAFE, NUTRITIOUS AND BALANCED MEALS

FNCS Priority: End Childhood Hunger by 2015

Evaluation of Summer Food for Children Demonstrations: The FY 2010 Agriculture
Appropriation Act provided $85 million to carry out demonstration projects to develop and test
methods of providing access to food for children in urban and rural areas during the summer
months when schools are not in regular session, and rigorously evaluate their impact on
children’s food insecurity, hunger, and nutritional status. This project will collect and analyze
information from randomly assigned samples of participating and non-participating children in
demonstration communities on food security, food choices, and related information, as well as a
wide range of information on implementation and performance of the demonstration operations.

Understanding Childhood Hunger — Implications for Nutrition Assistance: Reducing or
eliminating childhood hunger requires a more complete understanding of why children go
hungry. Building on a project started in FY 2010 to create a center for child hunger research,
these funds will support a second round of competitively awarded grants to identify the
circumstances and coping strategies of Jow-income families with food insecure children. This
research will contribute to a better understanding of who is at risk of hunger and how nutrition
assistance and other programs can address that risk. This follow-on aiso provides a vehicle to
address more specific questions regarding the ways families meet food needs when they leave
SNAP, the combination of household characteristics associated with a higher probability of food
insecurity, and circumstances that contribute to food insecurity experienced by families above
the income thresholds that make them ineligible for most nutrition assistance programs.

Zero-income SNAP Households: While zero-income families make up nearly 20 percent of the
SNAP caseload, there is limited information about their characteristics, their circumstances and
the extent these change from month-to-month, and their patterns of benefit redemption. An
ongoing project will begin to fill some gaps by examining the characteristics of these households
using the most recent Quality Control (QC) data. The proposed study will seek to better
understand these factors by examining multiple years of administrative (Quality Control, EBT
transactions) and national survey data to look at participation patterns of zero-income households
at different points in time.

Adequacy of Food Resources and SNAP Allotments: SNAP benefits are intended to alleviate
food insecurity, improve diet quality and generally relieve poverty by freeing up family

resources to meet other basic needs. Monthly allotments are based, in part, on the cost of a
minimal-cost nutritious diet (the Thrifty Food Plan). Many question the adequacy of SNAP
benefits, citing food preparation requirements, cultural food preferences, food access constraints
and other challenges that make current benefits insufficient and propose various increases. This
project will convene a workshop, under the auspices of the National Academies, to explore the
potential and feasibility of establishing an objective, evidence-based, science-driven definition of
benefit adequacy. The workshop will surface issues relevant to defining benefit adequacy,
identify data requirements and research approaches necessary to establish an operational
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definition of adequacy and to support an empirical comparison to SNAP benefit levels, and
suggest strategies to meet any information needs.

Direct Certification in the National School Lunch Program: Report to Congress: Under
direct certification, children are determined eligible for free school meals without the need for
household applications by using data from other means-tested programs. The law requires local
educational agencies to conduct direct certification for children from households that receive
SNAP benefits, as well as annual reporting to Congress on the effectiveness of State and local
efforts to directly certify children for free school meals. This project will analyze nutrition
assistance program administrative data, compile information on best practices, and prepare the
annual report to Congress for SY 2010-11.

FNCS Priority: Develop a Comprehensive National Effort to Reduce Obesity

USDA’s Healthy Community Program: This project, if funds are appropriated, will test the
impact and cost-effectiveness of integrating multiple levels of communication and influence at
the community level to encourage healthy eating among SNAP recipients. - Community-based
interventions are now being used to advance a wide range of public health objectives. This
project will investigate the effectiveness of this approach to raise awareness of healthy eating,
shift social norms, create and facilitate opportunities to improve food choices, and reward such
choices when made. Funds would cover both demonstration and evaluation costs.

National WIC Food and Nutrition Study: This study will determine WIC’s impacts on the
food security, food purchases and dietary behaviors and intake of women and children
participants, and identify relationships between these impacts and duration of participation,
participant characteristics, and specific WIC benefits and services. Data will be collected from a
cohort of participants at several points in time. Analysis would seek to correlate impacts with
exposure to WIC nutrition education, specific WIC foods, household food spending, uptake of
other services related to referral from WIC, as well as characteristics such as household
composition, income, physical activity and other obesity-related factors. The study would also
explore characteristics of local agency services and operations (staffing levels, VENA
implementation, and integration with health services) in relation to client outcomes. Options will
allow for a longer longitudinal assessment, and additional subsampling to explore questions
related to infant and toddler feeding.

Healthy Incentives Pilot Evaluation — Nutrition Education Component: The Healthy
Incentive Pilot is testing the impact of point-of-sale incentives on the purchase and consumption
of fruit and vegetables by SNAP participants. It is possible that a financial incentive alone,
absent an effort to explain the potential benefits of fruits and vegetables and encouragement to
make the healthy choice, may prove insufficient to change participant behavior. These funds, if
appropriated, will expand the pilot to combine a strong nutrition education component with the
point-of sale incentive. The results will provide information to policy makers on whether or not
adding nutrition education and promotion to a financial incentive has a greater impact on
purchases and consumption than the incentive alone. Funds would cover both expanded
demonstration and evaluation costs.
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WIC Infant and Toddler Feeding Practices and Nutrition Education: This longitudinal study
will provide updated information on the feeding patterns of WIC infants, with expanded
information on infant and toddler feeding behaviors. It will alsc examine the nutrition education
and breastfeeding promotion and support provided by WIC and other sources to determine the
relative effectiveness of different approaches in achieving appropriate feeding patterns and
behaviors. One objective of the study is to identify aspects of WIC nutrition education that could
influence feeding practices to address the problem of high body weight among young children in
WIC — most of whom have participated in WIC since early infancy. The base contract would
fund the design, sampling and first year data collection; options would allow for data collection
in future years, contingent upon availability of funding.

Center for Collaborative Research on WIC Nutrition Education Innovations: This project
would establish a university-based center to design, implement and evaluate innovative WIC-
based interventions to improve nutrition behaviors to prevent and address childhood obesity.
Key issues to be explored include identification of effective models of nutrition education to
change behavior, more effective uses of technology to achieve desired outcomes, and advances
in communication and coordination among WIC, physicians and child care providers to improve
target behaviors. The Center would direct a program of grants to support researcher-initiated
projects that use a common approach to reporting findings to ensure transparency and facilitate a
meta-analysis of all projects. The Center would work cooperatively with FNS to select sub-
grantees and disseminate findings.

Foods Typically Purchased with SNAP Benefits: All available evidence indicates that the diets
and food choices of most Americans are less than ideal, and that the diets and food choices of
low-income individuals are most striking in their similarity rather than their differences with
higher income individuals. Yet concern is frequently expressed that SNAP benefits are spent on
unhealthy foods. Available data don’t directly answer the question of what SNAP recipients buy
with their benefits. This study will identify and compare the feasibility of using alternative food
purchase data — from large store chains, loyalty card companies and other commercial sources
that offer nationally representative information. One or more of these extant data bases will be
examined to estimate the proportion of SNAP benefits spent on different foods. If store sales
and EBT transaction data can be linked at the household level, purchase patterns can be
examined by benefit amount. The feasibility of obtaining and analyzing data on foods purchased
by WIC clients can also be explored. Information obtained from this study can inform policy,
nutrition education and environmental initiatives to enhance the food choices of SNAP
participants.

Understanding the Relationship between Food Insecurity and Obesity: The Institute of
Medicine will conduct a workshop in Fall 2010 to assess the current evidence base on the
relationship between food insecurity and obesity and identify the data, methods, and research
needed to advance our understanding of this complex relationship. These funds will support one
or more high priority follow-on research projects identified at the IOM workshop. Identification
of the underlying mechanisms responsible for the coexistence of food insecurity and obesity is
needed to determine how nutrition assistance programs can address both problems.



213

Assessment of WIC Impacts on Periconceptional Nutrition: During the periconceptional
period—the time period immediately prior to conception and in the first few days and weeks
following conception—nutrition can impact placental and embryonic development with critical
lifelong implications. This project would support a university-based grant program for
researcher-initiated projects to demonstrate creative approaches to evaluate WIC impacts on
periconceptional nutrition, coordinate activities among researchers, and widely disseminate
findings. Building on these efforts, the university and the sub-grantees would provide FNS with
recommendations for cost-neutral approaches to improving WIC’s impact on periconceptional
nutrition and an estimate of the cost-benefit associated with these impacts.

Potential Uses of the National Children’s Study: The National Children’s Study - led by
DHHS and the Environmental Protection Agency — will examine the effects of environmental,
biological, genetic, and psychosocial influences on the health and development of 100,000
children across the United States, following them from before birth untit age 21. This project
will explore the potential use of the Study to address critical WI1C program research questions, by
commissioning experts to develop descriptive papers that 1) identify information planned for
collection through the Study that could be helpful in assessing WIC impacts and improving
policy and operations, 2) delineate data limitations, and potential steps to minimize their impact,
and 3) identify questions that could feasibly be added to the Study to further enhance its value to
WIC and other FNS programs.

FNCS Priority: Provide Healthier Food in Schools and Child Care Centers

Putting Behavioral Economics to Work in School Cafeterias: These funds support 2 multi-

year, integrated research program, launched in FY 2010 in collaboration with the Economic

Research Service and the National Institute for Food and Agriculture, to develop, test, and

promote applications of behavioral economic theory in the school nutrition environment. The

goal is to identify, develop, and document evidence-based strategies, tools, and techniques that

schools can use to shape their environments to support and encourage healthful food choices and

behaviors. Planned activities, which will be finalized in consultation with ERS and NIFA, may

include:

¢ planning grants to enable conceptual development of real-world applications of behavioral
economic theory in the school nutrition environment and build links between the research
community, school food service, and competitive food operations;

e smali-scale pilot tests to validate the feasibility of potentially promising applications;

* large scale replications of promising results in multiple sites and among multiple populations
to determine their generalizability; and

» dissemination, promotion, and training strategies to push the most promising practices to
scale throughout America’s schools.

Simplified Tools to Assess School Meal Content: School Meals Initiative {(SMI) reviews of
tocal SFAs by State personnel currently require nutrient analysis, and are considered burdensome
by some State and local program administrators and operators. This project will use data from
the School Nutrition Dietary Assessments and other sources to develop, test and compare at least
two afternate methods for review of local menus and practices to identify a more efficient and
effective set of review tools and a classification system that could be used to determine
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performance-based payments following implementation of the meal pattern and nutrition
standard changes recommended by the Institute of Medicine.

Analytical Support for School Nutrition Standards Update: FNS is collecting data for the
fourth School Nutrition Dietary Assessment (SNDA) under an existing contract. This funding
will support special analyses of the SNDA-IV data to address emerging issues not covered by the
basic analysis inherent in the study. This information will be useful in responding to the public
comments to the proposed NSLP/SBP meal pattern and nutrition standard changes based on
recommendations from the Institute of Medicine.

FNCS Priority: Expand the Farm-Food Connection in FNS Programs

Nutrition Assistance Client Shopping Patterns at Farmers’ Markets: This study will focus
on SNAP and WIC clients use of farmers’ markets to redeem benefits, to better understand who
does and does not use farmers’ markets and why, what foods they purchase there, and how such
markets fit into their overall food shopping. There will be at least two components of the
project: an analysis of EBT transaction data and WIC voucher redemptions and a survey of
SNAP and WIC participants (including some who do and some who do not shop at farmers
markets). The project complements a current survey of market managers about operations,
features of markets that participate in FNS programs compared to those that do not, perceived
barriers to program participation, and successful resolution.

Relative Value of Farmers’ Market Financial Incentives and Promotional Messages: In
recent years, a wide variety of incentive programs, which allow SNAP and WIC Farmer’s
Market Nutrition Program participants to receive additional purchasing power for fruits and
vegetables at local farmers’ markets, have been launched or expanded significantly as a means of
increasing access to and consumption of local fresh produce. More generally, questions remain
as to the relative impact of incentives, nutrition promotion, or the two implemented together in
promoting healthful food choices. This study would examine the relative effectiveness of
financial incentives and nutrition promotion in encouraging healthy food purchases and SNAP
redemptions at farmers’ markets. The demonstration would assign SNAP households to
different information and incentive conditions, and the evaluation would examine EBT
redemption data to assess differences in the frequency and amount of spending at farmers
markets. Funds will cover both demonstration and evaluation costs.

FNCS Priority: Continue Modernizing FNS Programs

Understanding the Causes and Costs of SNAP Churning: To varying degrees, all States
experience churning in the SNAP caseload, the phenomenon in which participating households
feave the program at recertification (or some other point) and then return within a short time.
Improving retention would increase participation {possibly in a manner more cost-effective than
outreach) and may reduce some administrative costs. Using interview data and administrative
records, this study will examine the prevalence and reasons for churning, along with the marginal
administrative costs of processing an application compared to a recertification through a set of
case studies in selected States. Information on practices used to improve retention also will be
collected to help identify best practices.
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Roles and Effectiveness of Community-based Organizations in SNAP: Community-based
organizations (CBOs) play an increasingly important role in supporting SNAP outreach and
applications. As the eligible SNAP population grows and State resources for program
administration decline, CBOs have acquired new functions to facilitate SNAP participation. One
of the most important new roles is the responsibility for conducting interviews with SNAP
applicants. The variety among CBOs with respect to whom they serve, how they provide SNAP-
related services, and the nature of their relationships with local SNAP agencies is considerable.
The initial phase of this study is to carry out a set of evaluations in several States conducting
applicant interviews under FNS waiver authority. Data would be collected from both waived
areas and comparison sites within each State to compare application activity, participation,
payment accuracy and client satisfaction. In addition, interviews would be conducted with
program staff and CBOs to systematically describe implementation and operational procedures,

Alternatives to SNAP Certification Interviews: This project will test alternative approaches to
the client interview when certifying applicants for SNAP benefits in 3 to 6 competitively selected
States. FNS awarded a contract in FY 2010 to conduct a rigorous evaluation the impact of the
alternatives on client satisfaction, payment accuracy, and administrative cost. FY 2011 funds
will be used to support demonstration operations in the selected sites.

WIC Research Information Network: This project would build on USDA’s web-based WIC
Works Resource System web site with a new module designed to meet the needs of the WIC
research community. The WIC Research Information Network would provide a comprehensive
catalogue and annotated bibliography of WIC studies and funding opportunities, a data base of
study design documents and questionnaires, and a data base of topic-specific executive
summaries of research findings for use by program managers, policy officials and the public.
The Network would also develop and routinely disseminate through the web a monthly executive
summary of new developments in WIC research, and support a web-based social network for
researchers to facilitate ongoing communication and collaboration.

WIC Special Project Grants: Since 1995, the annual WIC appropriation has provided funding
for grants to WIC State agencies to develop, implement, and evaluate new or innovative methods
of WIC service delivery to meet the changing needs of participants.
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SUPPORT FOR NUTRITION ASSISTANCE PROGRAM
MANAGEMENT AND PERFORMANCE

Measures of Erroneous Payments in School Meal Programs: This study, if funds are
appropriated, will collect and analyze nationally representative data on certification, meal
counting and claiming, and participation during SY 2012-13 to prepare updated estimates of
payment errors in the school meals programs, in support of the requirements of the Improper
Payments Information Act of 2002. It will replicate the methodology of a study conducted for
SY 2005-06, and thus provide a basis to assess changes in the level of erroneous payments in the
school meals programs. It would also provide an updated baseline for annual required
projections of erroneous payments.

Cost of Producing Reimbursable School Meals: The level of Federal reimbursement for
school meals affects the ability of schools to serve nutritious, high quality food that children will
eat. To ensure that decisions on reimbursement levels are informed by up-to-date, high quality
information, FNS has examines meal costs every few years. This study — the third of its kind if
funds are appropriated — will estimate the cost to produce a reimbursable schoo] lunch and
breakfast, and collect information on the revenue sources used to cover these costs, in SY 2012-
13. It will use the same methodology used to collect this information in SY 2005-06 to enable
meaningful comparisons of changes over time. In addition, this study will collect information on
the nutritional quality of meals produced, enabling further analysis of the relationship between
meal costs, reimbursements, and quality.

Assessment of WIC Vendor Management Practices: This project will replicate and update a
study of WIC vendor management practices that collected data from a national sample of stores
in 2004. These data touch on a variety of vendor topics. The study also provides the basis for
annual estimates of WIC vendor erroneous payments required as part of compliance with the
Improper Payments Information Act of 2002 (IPIA). This year’s study will be expanded to
measure the level of erroneous payments in WIC cash value vouchers (used for fruits and
vegetables, implemented for the first time since this study was last conducted) and to develop
and test a methodology for determining erroneous payments under WIC EBT, which has
expanded considerably since the last study.

WIC Breastfeeding Data Improvement Demonstration Project: WIC agencies need better,
faster data on a variety of measures in order to support continuous improvement of breastfeeding
interventions. This project is a collaborative effort of USDA and HHS agencies, the National
WIC Association, Breastfeeding Promotion Consortium, lead researchers and others to design
and demonstrate improved systems for collecting and reporting breastfeeding data. It includes a
review and assessment of data systems currently in use or under development, in order to build
efficiently on existing efforts. Technical specifications from successful demonstrations would be
integrated into future State WIC systems requirements.

Special Nutrition Programs Operations Study: In FY 2010, FNS awarded a contract for a
multi-year panel study of select operational aspects of the school nutrition programs. FY 2011
funds will support a second year of core program operations data collection and analysis,
covering a wide range of descriptive information about the operation of school meals programs
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at the State and school district levels needed to inform program management and the
development of national policies, and supporting a web-based quick-response survey capability
that will alow FNS to-query program operating agencies on specific descriptive items that
require little or no lookup on their part. In addition, this will fund on-site data collections to
provide descriptive information on nutrition education in schools, the use of behavioral
economic concepts in the school food environment, the level of State and local subsidies beyond
Federal reimbursements, and other SFA and school practices (such as food safety procedures).

Measuring Access, Trends and Impacts (Microsimulation): This on-going project supports
several key analytic tools and analyses to address program participation trends and impacts;
generates annual reports on the characteristics, participation rates and patterns of SNAP
participation; and supports the Agency’s capacity to assess cost and distributional impacts of
proposed changes to SNAP and other nutrition assistance programs. A new contract will be
awarded in FY 2011.

Food Distribution Program on Indian Reservations (FDPIR) Participant and Program
Characteristics: The proposed study would examine and attempt to explain the recent decline in
FDPIR participation. In addition, the project would describe FDPIR participants with respect to
their demographic characteristics; access to and use of other nutrition assistance programs;
access to food stores and facilities for storing and preparing food; and program operations,
including food package dissemination and nutrition education. Information for this descriptive
study would come from program records, interviews with program staff, program managers,
participants and non-participants. The study could be expanded in future years to examine food
use, dietary intake and food waste in FDPIR participating households.

WIC Local Agency Breastfeeding Policy Inventory: This project would support development
of a set of data collection instruments to support a descriptive census of local agency
breastfeeding-related policies, linked to breastfeeding rates. The instruments, developed in
coordination with the WIC Breastfeeding Data Improvement Project, would be designed as a
core questionnaire to assess change over time combined with modules for emerging interests.
The project includes an initial data collection and report that will examine the relationship of
local policies to the known profound geographic variation in breastfeeding rates.

Analytical Support for SNAP Policy Development: This project addresses a variety of specific
SNAP or methodological questions useful to program managers that do not require the use of the
microsimulation model. Among the tasks to be considered in 2011 are: a research review of the
extent and nature of under reporting of nutrition assistance program participation in national
surveys; a comparison of racial and ethnic data on program participants from administrative and
national survey data; basic guidance targeted to help FNS grantees who are assessing the
outcomes of participation, access or other projects; preparation of a public, searchable data base
for State SNAP-Ed evaluations; description of SNAP benefit use at authorized restaurants; and
participation of ABAWD:s before and after ARRA.

WIC Participant and Program Characteristics: Information about WIC participation
characteristics has been prepared biennially since 1992 from administrative records provided by
State agencies. It provides detailed information on the demographic characteristics, economic



218

circumstances and health conditions of WIC clients, along with information on the operational
characteristics of State and local WIC agencies. This project will support preparation of WIC PC
reports for 2012 and 2014, and updates and improvements of the collection and reporting of WIC
characteristics data.

State and Local School Meal Program Procurement Practices: This module of the Special
Nutrition Program Operations Study would provide national information about State and local
school meal program procurement practices. Topics for inquiry may include the use and specific
level of small purchase thresholds, the use of various procurement vehicles, and the use and
content of model contracts for food service management companies, food distributors, food item
specifications, menu planning support, warehousing.

Child and Adult Care Food Program (CACFP) Tiering Error Measurements: The Improper
Payments Information Act of 2002 (IP1A) requires agencies to produce annual measures of
erroneous payments in Federal programs subject to risk. For the CACFP, FNS has met this
requirement through studies of errors child care sponsoring organizations make when assigning
family day care home providers to higher or lower reimbursement tiers. This item provides
funding for the 201 Imeasure.

WIC Food Cost Assessment Report: This project will analyze data from the WIC Participant
and Program Characteristics data sets, other FNS administrative data, and food cost data to
prepare a report on WIC food cost by category and commodity. The report will include both the
pre-rebate and post-rebate costs for the various categories of WIC foods (milk, cheese, eggs,
cereal, etc.). The information is useful in understanding and forecasting the impact of food costs
on WIC program costs.

Food and Nutrition Information Center: Funds will support the Food and Nutrition
Information Center within the National Agricultural Library (NAL) to systematically store and
disseminate information on USDA nutrition assistance programs, nutrition education and related
nutrition topics.

WIC Vendor Management Practices Data Aging: This item funds the annual aging of data on
WIC vendor erroneous payments for reporting in the USDA Performance and Accountability
Report (PAR). It helps fulfill the requirements of the Improper Payments Accountability Act of
2002. Using a statistical procedure called “raking”, data from the bookend study of WIC vendor
payments in 2004-2005 are adjusted using administrative data reported by States and maintained
in the Integrity Profile (TIP) database. The TIP database includes reports of findings from the
required covert compliance purchases at WIC vendors conducted on an ongoing basis by State
WIC agencies. Annual aging of the data from the 2004-2005 study will be needed until resuits
from the new study (described above) are available.

WIC Eligibles Estimates - National and State: This item would fund the FY 2011 option for
annual estimates of the number of individuals eligible for the WIC Program. These estimates are
used to help allocate funding in the WIC funding formula, and track the national WIC coverage
rate, '
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Regional Office Review of Applications: This project will review the national sample of NSLP
applications collected annually by FNS regional offices to determine the extent of administrative
error incurred during local educational agencies approval process of applications for free and
reduced-price meals in the National School Lunch Program. These administrative error rates are
reported to comply with the Improper Payments Information Act of 2002. The information
captured reflects the accuracy of local determinations of household size and gross monthly
income and meal price status based on the information provided on applications.

1
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Mr. Kingston: Provide a table that shows the number of staff funded by
each appropriation provided under the Food, Nutrition and Consumer Services
heading. Please show the CNPP and Team Nutrition staff years on separate
lines.

Response: The information is provided for the record.

{The information follows:)

STAFF YEAR DISTRIBUTION
{From All Sources of Funds)
2010 2011 2012
Project Actual | Estimated | Change | Requested

Supplemental Nutrition Assistance
Program 112 116 0 116
Child Nutrition Program 151 163 0 163

Team Nutrition 13 13 0 13
Commodity Assistance Program 2 2 0 2
Supplemental Nutrition Program for
Women, Infants and Children 22 22 0 22
Nutrition Programs Administration 999 1,045 Q0 1,045
Center for Nutrition Policy and
Promotion 34 32 10 42
Total Available 1,333 1,393 10 1,403

Mr. Kingston: FNS makes available nutrition education and information
to all Americans regardless of income. How much of your total agency budget
is spent on nutrition education and information? How many other USDA
agencies conduct nutrition education and information programs? How do you
coordinate with other agencies to ensure that you are not duplicating
efforts? What is the total Department spending in nutrition and education?
Of this total Department-wide spending, what amount is directed towards
obesity?

Respense: Food and Nutrition Service (FNS) nutrition education efforts
are targeted primarily to participants or potential participants in the
nutrition assistance programs, rather than to the general public. The Center
for Nutrition Policy and Promotion (CNPP) provides nutrition information for
the general public. We project about $1.2 billion for nutrition education
and information in FY 2011 and FY 2012 for FNS and CNPP.

The Department of Agriculture as a whole is planning to spend
approximately $1.428 billion in fiscal year (FY) 2011 on nutrition education
and research and proposes about $1.442 billion in FY 2012. The Agricultural
Research Service (ARS), the National Institute for Food and Agriculture
(NIFA), and the Economic Research Service (ERS) all conduct nutrition
research and promotion comprising 16 percent of Department-wide nutrition
education funds, totaling about $233 million of the FY 2011 total, and
proposing $236 million in FY 2012. Of the $1.442 billion requested in the
President’s FY 2012 budget, $1.348 billion is targeted towards obesity and
healthy eating and $93.243 nmillion towards nutrition education and research.
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FNS’ nutrition education activities differ from other Federal efforts
because they are targeted to nutrition assistance program participants. The
focus of nutrition education in the FNS programs is on promoting healthy
eating and physical activity behaviors as a preventive approach for
addressing diet related health risks including overweight and obesity. As
these programs serve 1 in 4 Americans over the course of a year, the
investments listed above actually translate into relatively modest per
participant expenditures.

Mr. Kingston: In general, what effect have constraints on state
budgets had on feeding programs? Are there any particular areas in which you
anticipate problems in 2011 or 20127

Response: Shrinking State and local resources have forced some States
to implement staff layoffs or furloughs of public employees charged with
certifying eligibility, delivering benefits, providing nutrition education
and monitoring program performance, including integrity. The very
circumstances that have driven increased demand for these programs has also
reduced the revenue available to States to operate the programs. This is
particularly important in the Supplemental Nutrition Assistance Program
{SNAP), in which States must cover half of the costs required to administer
the program.

In SNAP, FNS has published a workload management matrix as a reference
for States and provided administrative relief to States through policy
guidance and waivers. For example:

¢ Simplified reporting may be expanded tc include households containing
only elderly or disabled.

e Telephone interviews improve the ability of households to complete the
interview and save caseworkers time. They allow State agencies to make
use of remote technology for caseworkers and allow for statewide
workload redistribution. Currently, 40 States are operating under
face-to-face interview waivers at both the initial application and
recertification, with another 7 States utilizing this waiver only at
recertification.

s Targeting the duration and content of the interview identifies
situations requiring more or less scrutiny and adjusts the interview to
support access and accuracy goals, reducing time spent on stable, low-
risk cases.

e Maximum certification periods (24 months for households in which all
members are elderly or disabled and 12 months for all other households)
simplify administration and reduce the burden of reporting and payment

errors. Currently, 20 States utilize 12-month certification periods.
A total of 16 States have both 1l2-month and 24-month certification
periods.

* Reinstatement waivers allow the State agency to reinstate eligibility
without requiring the household to file a new application if the
household takes the reguired action to reestablish eligibility within
30 days of the effective date of ineligibility. Currently, 18 States
have reinstatement waivers.
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s Combined Application Project Demonstrations allow applicants for
Supplemental Security Income (SSI) benefits to apply for SNAP using a
joint SSI/SNAP application process. This reduces verification,
eliminates an additional visit to a SNAP office, and offers a
standardized benefit. Importantly, it increases access for the
vulnerable disabled elderly population.

Mr. Kingston: Please list for the record the FNS programs that require
state matching funds, and the percentage required.

Response: The Supplemental Nutrition Assistance Program ({SNAP)
requires a 50 percent State match for most categories of reimbursable State
administrative expenditures. Excluded from this matching requirement are
specific types of Employment and Training activities and nutrition education
for which 100 percent Federal funding is available. States may not reguest
Federal reimbursement for nutrition education activities beyond their
specified grant amount.

The National School Lunch Program has a State Revenue Matching
Requirement, which is an annual match States must make in order to receive
National School Lunch Program general cash assistance funds. For each school
year, the amount of State revenues appropriated or used specifically by the
State for program purposes must not be less than 30 percent of the funds
received by the State under section 4 of the National School Lunch Act during
the school year beginning July 1, 1980. The State revenues derived from the
operation of these programs and State revenues expended for salaries and
administrative expenses at the State level are not considered in this
computation; however, if the per capita income of any State is less than the
per capita income of the United States, the matching requirements computed
will be decreased by the percentage by which the State per capita income is
below the per capita income of the United States.

In addition, Child Nutrition State agencies receiving State
Administrative Expense funds are reguired to maintain a level of funding out
of State revenues, for administrative costs in connection of the Child
Nutrition Programs, not less than the amount expended or obligated in fiscal
year 1977. The Child Nutrition Programs include the National School Lunch,
School Breakfast, Special Milk, and Child and Adult Care Food Programs.

The WIC Farmers’ Market Nutrition Program (FMNP) requires State
matching funds (from State, local, or private sources) equal to 30 percent of
the total administrative FMNP cost.

In The Emergency Food Assistance Program, State agencies are required
to match dollar-for-dollar any Federal funds provided for administrative
expenses that they do not pass through to emergency feeding organizations, or
spend on these organizations’ behalf.

In the Food Distribution Program on Indian Reservations, FNS provides
Indian Tribal Organizations (ITOs) and State agencies with at least 75% of
approved administrative costs. ITOs and State agencies may be required to
provide up to 25% of such costs.
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Mr. Kingston: Please provide an organizational chart for the Nutrition
Programs Administration account for fiscal years 2008, 2009, and 2010. What
is the actual level of staffing expected for fiscal years 2011 and 20127

Response: The information is provided for the record.

{The information follows:]

Food & Nutrition Service Organizations
FY 2008-2010

Office of the Administrator

Communications and Governmental Affairs

Office of ARnalysis, Nutrition, and Evaluation

Program Service and Support

Supplemental Nutrition Assistance Program

Special Nutrition Programs

Management, Technclogy, and Finance

Financial Management

Chief Information Officer

Management

Regional and Field Offices

Center for Nutrition Policy and Promotion

The actual level of staffing expected for fiscal years 2011 and 2012 is 1,077
and 1,087, respectively.

Mr. Kingston: Provide a detailed breakout of object class 25, Other
Services, for fiscal years 2008 through 2010 for the NPA account.
Response: The information is provided for the record.

[The infeormation follows:}

Breakout cf Object Class 25 FY 2008 FY 2009 FY 2010

Contractual Services Performed by

Other Federal Agencies 3,959,000 3,890,000 6,053,000
Related Expenditures 55,000 51,000 52,000
Repair, Alteration or Maintenance of

Equipment, Furniture or Structures 429,000 184,000 218,000
Contractual Services-Other 12,663,000 13,850,000 10,421,000
Agreements 4,423,000 3,436,000 4,086,000
ADP Services and Supplies 816,000 1,422,000 1,363,000
Miscellaneous Services 129,000 68, 000 224,000
Fees 17,000 56,000 68,000

Total $22,491,000 $22,957,000 $22,485,000
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Mr. Kingston:

Please provide a table with all mandatory funding that

is provided in authorizing language for FNS programs in fiscal year 2010.

List the name, program and amount.
Response:

{The information follows:]

Name Program | FY 2010 Funding
CACFP Health & Nutrition Grants CNP $8,000,000
Direct Certification Technical Assistance’ CNP $25,000,000
Food Service Management Institute CNP $4,000,000
Fresh Fruits and Vegetables - Grants to States? CNP $101,000,000
Grants to States - Administrative Review (TAR) CNP $4,000,000
Information Clearinghouse CNP $250,000
School Food Equipment Grants® CNP $25,000,000
Summer Demonstration Projects’ CNP $85,000,000
Technical Assistance - Program Integrity (TAP) CNP $2,000,000
Senior Farmers Market Nutrition Program CAP $20, 600,000
Breastfeeding Performance Bonus! WIC $5,000,000
! Provided in Section 749 of the Agriculture, Rural Development, Food and
Drug Administration, and Related Agencies Appropriations Act, 2010 (P.L.

11-80).

! The transfer from Section 32 funds was scheduled to occur on July 1,

2010; however,

until October 1, 2010.

Congressional action delayed $76,000,000 of the transfer
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Questions Submitted By
Mr. Robert B. Aderholt

FOOD ASSISTANCE PROGRAMS

Mr. Aderholt: Mr. Concannon, you state in your testimony that you are
undertaking efforts to make it easier to apply for benefits. What measures
are you also taking to ensure that these efforts at easier enrcllment do not
invite abuse of the program?

Response: As with any Federal program, the Supplemental Nutrition
Assistance Program (SNAP) requires careful and sustained attention tec program
stewardship and integrity. SNAP cannot be sustained over the long term
without continued public trust in our ability to manage it effectively. For
this reason, USDA and SNAP State agencies employ multiple efforts to promote
integrity and discourage program abuse.

SNAP law and regulations require State agencies to maintain fraud
prevention efforts and investigate program violations by recipients. This
includes verification of eligibility information provided by applicants and
participants through a variety of available data matches; pre and post-
certification fraud investigations and, to some extent, the use of quality
contrel review results.

States are required to perform matches against the Social Security
Administration (SSA) Death Master File and the SSA Prisoner Verification
System (PVS).

States have the option of performing numerous other Federal and State
matches and FN§ reimburses 50 percent of State matching costs. States pick
from the available matching options that work best for them, which include:

¢ Internal Revenue Service for information on income;

e U.S. Citizenship and Immigration Services for information on
immigration status;

¢ Health and Human Services {HHS) National Directory of New Hires for
interstate wage and employment data on new hires, quarterly wage data
and unemployment insurance. Currently, only three States (Maine,
Maryland, and Mississippi) participate in this match as the program is
fee for service and few States have had the resources to make this
investment.

* Department of Labor for guarterly wage information;

¢ HHS Public Assistance Reporting Information System ({PARIS) which
contains three parts: Department of Defense/Office of Personal
Management {(active or retired military and Federal employees), the
Department of Veterans Affairs, and the Interstate match which detects
duplicate payments made to the same client and is used by Federal
programs such as Medical Assistance, Medicaid, TANF and SNAP.

e Inter and Intra-State data matches for information verification,
including agreements with bordering to share data on individuals
receiving SNAP and other assistance program benefits to prevent
duplicate participation.
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Pre-certification investigations are cases referred for investigation
and completed prior to certification. Investigators assist in front-end
detection by acting on referrals in suspicious cases. Many referrals result
from discrepancies between information provided by clients and that obtained
via the aforementioned data matches.

In Fiscal Year 2010, States conducted more than 357,000 pre-
certification investigations, 126,000 of them positive. Positive pre-
certification investigations prevent fraud at intake before there is any
dollar loss to the Program. Pre-certification investigations prevent fraud
from occurring and though the savings are considerable, there is no way of
accurately assessing the dollar amount since the certification process is
never completed.

Post-certification investigations are conducted after an individual has
been certified to receive benefits, Post-certification investigations result
from information obtained through data matches, whistleblower complaints from
the public, or from positive investigations of retail operations indicating
the possible involvement of recipients.

In Fiscal Year 2010, States conducted over 361,000 post-certification
investigations resulting in the disqualification of 44,408 individuals. 1In
Fiscal Year 2010, post-certification investigations and successful
prosecutions resulted in the establishment of $34 million in fraud claims
against Program violators. But even in those cases where there is no
conviction, post-certification investigations still identify households that
have received more benefits than they were entitled to and result in claims
being established against those households.

Individuals disqualified for participation in SNAP are tracked through
an FNS operated Electronic Disqualified Recipient System (eDRS). eDRS is a
centralized national database, utilizing data submitted each month by all 50
States, the District of Columbia, Guam, and the Virgin Islands, that tracks
individuals disqualified from participation in SNAP for fraud.

In the National School Lunch (NSLP) and School Breakfast {(SBP)
Programs, we are promoting wider use of direct certification, which uses
certification information from Supplemental Nutrition Assistance Program
(SNAP) and other means-tested programs to enable low-income children to

receive free school meals without their families having to fi out ~ and
schools having to process -~ a paper application. The process reduces
duplication of effort for both the hcousehold and the schools by allowing one
certification process to serve for multiple programs that have similar income
standards. Direct certification helps to prevent certification errors that
occur in the manual process of handling individual applications, while
providing easier access for those truly in need.

The Healthy, Hunger-Free Kids Act of 2010 authorizes a number of
provisions that we are implementing to encourage States to improve their
direct certification processes, and consequently prevent certification
errors, as follows:

. Setting direct certification rate benchmarks for States to reach to
encourage better performance in directly certifying children in SNAP
households;
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. Instituting the use of continuous improvement plans to guide States who
do not reach the direct certification benchmark for a certain school
year;

. Providing performance incentives, as funded by the Act, for up to 15

States annually over a three-year period, to reward States whose
systems do the best Jjob at certifying eligible students for free school
meals or who are showing substantial improvement in their direct
certification rates for children in SNAP households.

. Implementing a demonstration project, as funded by the Act, to test the
effectiveness of direct certification using Medicaid enrollment data to
simplify access to school meals for more children, while reducing
burden for schools and eligible households.

Also, under funds appropriated by the Agriculture, Rural Development,
Food and Drug Administration, and Related Agenciles Appropriation Act of 2010,
we are offering grant opportunities to States with lower direct certification
rates to help them improve their automated systems to increase their match
rates and enroll more eligible children, which will further reduce
certification errors. This grant funding will support States in meeting the
direct certification benchmarks set by the Healthy, Hunger-Free Kids Act of
2010. :

Mr. Aderholt: Please tell us about some of your accomplishments in
curbing waste, fraud, and abuse in the SNAP, WIC, and TEFAP programs. What
are areas where you still see room for improvement in this regard?

Response: Some of our accomplishments in curbing waste, fraud, and
abuse in SNAP, WIC and TEFAP include:

¢ Beginning in December 2005, WIC State agencies had to comply with new,
more stringent cost containment requirements regarding the
authorization of WIC vendors. The reguirements included establishing a
vender peer group system, competitive price criteria, and maximum
allowable reimbursement levels in a manner that ensures that the WIC
Program pays competitive prices for WIC foods. Stores for which WIC
sales are more than 50 percent cof the store’s annual food sales are
held to a more stringent requirement that must ensure WIC costs are not
higher as a result of participants shopping at such stores.

* Currently over 40 out of the 90 WIC State agencies are in various
stages of WIC electronic benefit transfer (EBT) implementation,
including planning activities, design and development, or State
agencies that have completed statewide EBT projects. Use of EBT
significantly reduces opportunities for fraud and abuse of WIC Program
benefits.

® FNS conducts comprehensive management evaluations (ME) of a significant
percentage of TEFAP State agencies each year. During calendar year
(CY) 2010, FNS conducted MEs of 16 of the 55 TEFAP State agencies.
Those 16 State agencies received 3lpercent of total TEFAP resources in
fiscal year (FY) 2010. The MEs conducted by FNS did not identify
significant incidents of improper payments to State agencies, local
organizations, or individuals. FNS is also reviewing its method of
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selecting which TEFAP State agencies will be subject to MEs based on
their risk for waste, fraud and abuse.

As with any Federal program, the Supplemental Nutrition Assistance
Program {SNAP} requires careful and sustained attentlon to program
stewardship and integrity. SNAP cannot be sustained over the long term
without continued public trust in our ability to manage it effectively. For
this reason, USDA and SNAP State agencies employ multiple efforts to promote
integrity and discourage program abuse.

Recipient fraud occurs when applicants purposely provide incorrect
information to State, leading to an improper determination of eligibility or
failing to provide updated information, leading to an improper continuation
of benefits. States are responsible for preventing this from happening and
there are several tools avallable to States to combat this including data
matching and verification.

In support of States’ recipient fraud prevention efforts, FNS operates
and maintains the Electronic Disqualified Recipient System ({eDRS}. eDRS is a
centralized national database, utilizing data submitted each month by all 50
States, the District of Columbia, Guam and the Virgin Islands, that tracks
individuals disqualified from participation in SNAP for fraud vioclations.

SNAP regulations require State agencies to establish recipient claims
against any household that has received more benefits than it is entitled to
receive. Claims fall into three categories: intentional program violation
(fraud), inadvertent household error, or agency error. As an incentive,
State agencies are entitled to 35 percent of fraud claims and certain
inadvertent household error claims collected and 20 percent of the remaining
household error claims collected. In FY 2010, State agencies established
$460 million in new claims and collected $287 million.

Trafficking occurs when retailers and recipients discounting SNAP
benefits in order for recipients to convert their SNAP benefits into cash
{e.g., 50 cents on the dollar). Trafficking has decreased significantly over
the past 15 years. The first trafficking assessment in 1993 determined that
$811 million in program benefits were trafficked in FY 1993, The most recent
estimate, for the period 2006-2008, determined that trafficking diverted $330
million in program benefits annually, or roughly, one cent of each benefit
dollar. The increase in the amount of benefits diverted by trafficking since
the pricr study {which covered the period 2002 to 2005) reflects the rate of
overall Program growth.

The national implementation of electronic benefit transfer (EBT) as the
issuance system for SNAP instead of paper coupons is credited in large part
for the decrease in trafficking. Despite the significant decline in
trafficking, USDA continues to implement aggressive measures to improve
program integrity and detect and stop fraud.

SNAP uses a fraud detection system, the Anti-Fraud Locator for
Electronic Benefit Transfer Transactions (ALERT) system, to monitor
electronic transaction activity and identify suspicious retail grocers for
analysis and investigation. To continue strengthening our fraud detection
capabilities, USDA is redesigning the ALERT system with new, more advanced
technology and analytical tools available in the private sector. A primary
component in this redesign is engaging in continuous data mining efforts and
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integrating the results of those efforts into the ALERT system. The initial
system is scheduled to be delivered to FNS for testing in calendar year 2012.

In addition, SNAP has a team of investigators across the country that
conduct on-site reviews of stores suspected of trafficking or of not
complying with program rules. In FY 2010, the Retailer Investigations Branch
(RIB} has conducted over 5,000 investigations. All RIB staff members are
involved in the process of enhancing the agency’s overall effort to combat
retailer fraud and manage retailers.

Mr. Aderholt: Could you please give us an idea of the growth in
enrcllment of the SNAP program over the last 50 years? Where were we then as
a percentage of the population and where are we today? How many people have
been enrolled in the program and exited without returning?

Response: Since SNAP was implemented nationally as the Food Stamp
Program in the 1970's, program participation has experienced significant
growth, along with the population of the United States. Both economic and
legislative changes also have impacted SNAP participation. From 1970 to
1974, the early years of national implementation, the program grew from
approximately 2 percent of the U.S. population in 1970 to 6 percent of the
population in 1974. Since then, the percentage fluctuated between 6 and 9
percent.

Exceptions occurred in the early 1990’s and the last few years when
nationwide recessions led to participation spikes. About 10 percent of
Americans were receiving SNAP benefits during the recession of the 18%0's,
while the program reached record high participation of 40.3 million people,
or 13 percent of the U.S. population, in 2010.

This pattern is consistent with SNAP's design -- growing to meet
increased need when the economy is in recession and contracting when the
economy is growing. During eccnomic dewnturns, the percent of Americans
receiving SNAP is higher than during periods of economic growth. The Great
Recession in 2008 and 2009 is a key factor in the current record high SNAP
participation.

The responsiveness of SNAP to changing economic conditions, both
locally and nationally, means that people can enter, exit, and reenter the
program as their needs change. The most recent study on SNAP dynamics, or
movement in and out of the program, from the early 2000’s found that half of
all new SNAP participants exited the program within 8 months. BAbout 51
percent of those who exited return to SNAP within 2 years.

Mr. Aderholt: Do any of you have any concern that some of these food
assistance programs can be duplicative of one another? Please talk about the
separate and distinct needs these services address, and demonstrate that they
do not overlap.

Response: Federal nutrition assistance programs were created by
Congress over time to work together to address the Nation’s nutrition needs.
While SNAP provides a basic level of household assistance for families with
little income and few resources, other programs operate in special settings -
such as the school meals programs, which ensure that nutritious food is
available to support learning. Others serve specialized needs, such as
nutrition risks faced by low-income mothers and children serxrved by WIC, or
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the inadequate access to retail stores for those served by the Food
Distribution Program on Indian Reservations. Many smaller programs, such as
the Emergency Food Assistance Program, and the WIC and Senior Farmers Market
Programs, were created by Congress to supplement the major programs. Federal
law and regulations ensure that clients may not participate in multiple
programs that serve the same needs (such as SNAP and FDPIR.)

Reducing overlap and duplication within the Federal government is
critical to ensuring that our government operates more efficiently and
effectively. The President’s FY 2012 Budget proposes the termination of more
than 200 programs government-wide, yielding savings of over $30 billion.

USDA will continue efforts to promote policy and operational changes that
streamline the application and certification process; enforce rules that
prevent simultaneous participation in programs with similar benefits or
target audiences; and review and monitor program operations to minimize waste
and error.

NUTRITION EDUCATION PRCGRAMS

Mr. Aderholt: Dr. Anand, we have had the food pyramid and other such
nutrition education programs around for decades. Yet the country has fallen
into what some would term an obesity epidemic. Which begs me to ask a very
simple question: Does this stuff work? What has been the accumulated cost of
federal dietary programs since the FDR era up to now? What evidence do we
have that the public listens, or does not listen, to the federal government
in regards to their eating habits?

Response: The Federal government has issued dietary guidance for
decades that has been updated to reflect the latest science with each
iteration. The 2010 Dietary Guidelines for Americans, the 7th edition, is
the most comprehensive, evidence-based policy issued to-date by virtue of
USDA's newly established Nutrition Evidence Library (NEL). For the first
time, the conclusions and dietary recommendations were derived through
systematic evidence-based reviews of the published scientific literature that
weigh the quality of the research on which to base recommendations.

The evidence-based review approach afforded the Dietary Guidelines
Advisory Committee the ability to analyze the available evidence in response
to 130 guestions that were raised about nutrition and health. Such a robust
review of the science had not been possible before. And, for the first time,
among the questions addressed were questions about the food environment and
its influences on food and physical activity choices and consumer behavior
Thus, we now know the complexities of the influences of the food environment
and the many challenges it poses for nutrition education to be effective in
changing behavior toward positive dietary and lifestyle habits.

Having acguired the ability to assess the research on influences of the
food environment on consumers throughout the lifespan, we now have a way to
improve our nutrition education curricula and tools to make them more robust
and craft interventions that will have an influence over food choices.

Although we know that USDA’s nutrition education efforts alone cannot
be expected to halt the growing rate of overweight and obesity, and chronic
diet-related illnesses in the country, these efforts could make valuable
contributions to improving nutrition knowledge and positively influencing
dietary behaviors among all Americans in school and community-based settings.
A growing body of evidence confirms that well-designed, behavior-focused
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nutrition education improves diets and eating behaviors among families with
limited resources. Cost-benefit analyses of multi-session, intensive,
nutrition education programs have been conducted in these states with the
following results:

+ Virginia: For every $1 invested in nutrition education for SNAP recipients,
$310.64 in benefits from reduced health care costs can be expected. {USDA
Science and Education Impact Report, April 2000 http://www.
reeusda.gov/success/impact00/apple.htm)

= Tennessee: For every 31 spent to implement nutrition education programming,
$2.48 is saved on food expenditures, redu g the need for emergency food
assistance. {(Burney, J and B Haughton. EFNEP: A nutrition education program
that demonstrates cost-benefit. J Am Dietet Assoc, 2002. 102: 39-45)

*« Iowa: Nutrition education programming returns benefits of $10.75 in reduced
long-term health costs for every $1 spent in program costs. (Iowa Ag Review
On-line, Spring 2001, Vol. 7, Nc. 2}

* Oregon: For every $1 spent on nutrition education, $3.63 is expected in
future health cost savings. (Schuster, E., Z. L. Zimmerman, M. Engle, J.
Smiley, E. Syversen, J.Murray, Investing in Oregon's Expanded Food and
Nutrition Education Program (EFNEP): Documenting costs and Benefits, J
Nutrition Education and Behavior,Vol.35, issue 4, page 200, July 2003)

* California: For every $1 invested in nutrition education for low-income
families, between $3.67 and $8.34 is saved in health care costs. (Block, J.,
et al., 2006, California Agriculture, 60(4))

It may be helpful to know that CNPP has undertaken important
preliminary work with the intent to subsequently evaluate the impact of
nutrition education programs. The preliminary phase involves using the
Nutrition Evidence Library {NEL) that CNPP established to conduct systematic
evidence-based reviews. The focus of these reviews 1is to determine the
gquality and preponderance of research on the effectiveness of nutrition
education in promoting behavior change in schools and community settings.

To that end, CNPP NEL staff are collaborating with top nutrition
educators to conduct evidence-based reviews of the published literature to
identify nutrition education strategies and program characteristics
associated with improved dietary intake in children. CNPP is also directing a
qualitative research project designed to characterize the current state of
child-focused nutrition education in the U.S. and to identify opportunities
for and barriers to improving the effectiveness of nutrition education. From
these evidence-based reviews, CNPP will be able to determine one or more
approaches for evaluating effectiveness that that are scientifically-based
and credible.

Mr. Aderholt: Dr. Anand, I know you say that mypyramid.gov has had
well over 12 billion hits. Over how many years is that, and do you know how
many different individual visitors that is?

Response: MyPyramid.gov was released shortly after the 2005 Dietary
Guidelines for Americans; so it has been on the Web since April 2005.
Approximately, 1.4 million visitors, on average, per month linked to
MyPyramid.gov, resulting in 100.8 million visiters since April 2005.
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SCHOOL MEALS PROGRAM

Mr. Aderholt: I understand that the proposed rule regarding school
nutritional requirements would increase the cost of serving school meals by
$6.8 billion over the next five years, and that the increased cost per meal
is estimated to be an increase of 14 cents per lunch and 50 cents per
breakfast while the federal subsidy for lunches is increased by just 6 cents.
I alsc understand that USDA has suggested leccal schools will cover this gap
in cost threough a combination of 1.) increased efficliencies and reduced
operational costs, 2.) state and local funds, and 3.) increased student
payments. Increased efficiencies and operational costs are always a good
thing. But most state and local governments are feeling the crunch of budget
shortfalls so I doubt there will be much assistance there. So, that leaves
student payments, which translates into increased expenses on the American
family budget that is already dealing with a number of other economic
hardships. Please speak to these concerns.

Response: The Healthy, Hunger-Free Kids Act of 2010 requires equity in
school lunch pricing to ensure that sufficient funds are provided to the food
service account for paid lunches. Section 205 of the Act requires school
food authorities (SFAs) to charge students a price for paid meals that is on
average equal to the difference between the free meal reimbursement and the
paid meal reimbursement. SFAs that currently charge less are required to
gradually increase their prices over time until they meet the reguirement.
SFAs must determine how to meet this requirement. If the SFA wants to meet
the reqguirement through a price increase, the law allows SFAs to round down
required price increases to the nearest 5 cents and limits any rate increases
to a maximum of 10 cents, thus minimizing the impact on families.

Many schools in the National School Lunch Program are already making
progress using available resources. USDA has recognized over 640 schools
under the HealthierUS School Challenge (HUSSC) for voluntarily offering more
nutritious meals that include a variety of vegetables each week, a variety of
whole fruits, and whole grains. The HUSSC schools have demonstrated an
ability to operate cost-effective school meals programs that emphasize many
of the same foods reguired by the proposed rule. While these schools receive
a modest cash award to acknowledge their accomplishment, they receive no
additional cash assistance from USDA supplementing the current meal
reimbursement and USDA Foods.

Mr. Aderholt: Over the last 30 years would you say that nutritional
standards in the school lunch programs have steadily increased or decreased?
If they have increased, then doesn’t that indicate school lunches may be for
some children the least contributing factor to what some have called an
epidemic of obesity among today’s youth?

Response: The nutritional standards for school lunch programs have
changed over the past 30 years to reflect new research and recommendations
from the Dietary Guidelines for Americans (DGAs). Food-based meal patterns
now include more fruits and vegetables, and lower fat and saturated fat
entrees and dairy products. Schools are encouraged to serve more whole
grains as part of the reqguirement for grains/breads.

In 1995, the School Meals Initiative (SMI} provided the option for
nutrient-based meal planning with specific nutrient targets for various age
groups. School meals are currently required to meet nutritional targets for
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calories (minimums}, protein, calcium, iron, and Vitamins A and C and must
meet the DGAs for the percent of calories from fat and saturated fat. State
agencies monitor schools using both the food-based and nutrient-based menu
planning approaches to ensure that schools are planning meals to meet these
nutritional targets as well as meal pattern requirements.

In 2010, the National Academies’ Institute of Medicine published
recommendations for improvements in the nutritional gquality of school meals
in the report School Meals: Building Blocks for Healthy Children. The
recommendations in this report have formed the basis for the current proposed
rule, Nutrition Standards in the National School Lunch and Breakfast
Programs, published in the Federal Register on January 13, 2011. The
proposed rule will set calorie minimums and, for the first time, the maximum
amount of calories for school lunches, and will require that school meals
contain more fruits, vegetables, and whole grains, and less sodium, saturated
fat, and trans fat.

The DGAs contain recommendations on diet and physical activity that are
designed to promote overall health. Among the specific goals of the DGAs is
to help people maintain a healthy weight. This is influenced by food choices
throughout the diet, rather than any single factor. However, many children
consume a large proportion of their daily calories at school. School meals
that are more closely aligned to the DGAs can thus play an important role in
addressing the nation’s obesity epidemic.
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Questions Submitted by
Mr. Tom Graves

FOOD AND NUTRITION SERVICE PROGRAMS

Mr. Graves: As you are aware, our nation’s spending is unsustainable.
We must make the tough decisions today to ensure agencies such as the Food
and Nutrition Services have the tools to do their job. If we dec not change
current current law, we will have a $1 trillion interest bill by 2020. If we
had to cut your agency, would you share with the Committee how you would do
it?

Response: The FNS programs were created by Congress over time to
address critical nutrition needs in various populations, e.g., WIC covers
women, infants and young children, SNAP covers families at home, school lunch
and breakfast cover students while they are at school, Senior Farmer’s Market
Program targets the elderly, etc. This overlap was intended by Congress and
is known and recognized as the nutrition safety net because of how the
programs work together in concert to meet the needs of low income Americans.
In addition, many of our smaller food distribution programs, such as the
Commodity Supplemental Food Program, were created to address specific needs.
These programs supplement our major programs and provide alternative ways of
serving populations who may need extra assistance or have limited access to
grocery stores. Because our programs are so critical in providing basic
assistance to Americans, I wouldn’t recommend any program eliminations.

However, that doesn’t mean that we can’t find ways to do better at
saving the taxpayers money. FNS has a history of working to “doc more with
less” in our administrative and program accounts. For example, FNS has
encouraged and many States have conducted business process re-engineering
(BPR} to improve efficiency and effectiveness of SNAP at the State level. In
addition, at the Federal level, SNAP has engaged its own process improvements
to streamline operations. For example, FNS has made an investment in the
modernization of the SNAP guality control system that will improve work
processes for both State and Federal staff invelved in the quality control
process.

In addition, at the Federal level, FNS has engaged in substantial
process improvements in the retailer management area. FNS has improved
efficiency and effectiveness of interpretation of transaction data and
building strong administrative cases via training of approximately 125 FNS
staff to increase the use of ALERT, the Program’s anti-fraud detection
system. In addition, SNAP has implemented an online server of store visit
photographs to allow Agency administrative and investigative personnel real-
time access to pictures of a store’s layout and inventory, improving overall
oversight effectiveness.

In our school programs, we have trained staff at every State agency to
ensure effective monitoring of schools operating the programs, so that
proplems are identified early and corrective acticn is focused on poor-
performing schools. In addition, we are currently working with States to
strengthen efforts at reduction of improper payments through use of direct
certification, management evaluations, annual verification data, etc. to
ensure that our programs are the cost-effective and efficient as possible.
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An exception to the definition of eligible food requires a Section 17
demonstration waiver, which provides the Secretary authority to waive the Act
for purposes of conducting:

“on a trial basis, in one or more areas of the United States, pilot or
experimental projects designed to test program changes that might
increase the efficiency of the supplemental nutrition assistance
program and improve the delivery of supplemental nutrition assistance
program benefits to eligible households”.

This walver regquires an evaluation component, as stipulated by the Food
and Nutrition Act of 2008. No demonstrations similar to New York’s request
have been received by FNS or approved to date. FNS is carefully considering
New York’s propesal and proposed method of evaluation in order to make a
thoughtful and informed decision.

Mr. Graves: I'm told about a half dozen state legislatures are
considering state bills that would direct their governors to submit similar
petitions. Hypothetically, if the Department were to grant these waivers,
for whatever reason, how would that impact USDA’s administration of the
program?

Response: If USDA were to grant multiple demonstration waivers limiting
or prohibiting the purchase of certain foods with SNAP benefits, it would
impose significant challenges to UDSA’s administration of the program,
retailer participation and client benefit use. But perhaps, first and
foremost, States would be faced with the challenge of distinguishing between
healthy and unhealthy products.

There are no clear standards for defining foods as healthy or not
healthy. Foods contain many components that can affect health, and diets
contain many foods. As a result, it is challenging to determine whether—and
the point at which-~the presence or absence of specific nutrients should
result in ruling a food “in” or “out.” The task of identifying, evaluating
and tracking the nutritional profile of every food available would be
substantial. The burden would fall on an expanded bureaucracy or on
manufacturers and producers asked to certify that their products meet Federal
standards.

Multiple State waivers of this type would result in State variation in
defining eligible and ineligible foods. Retailers that operate in more than
one demonstration area would face significant challenges and costs to update
and maintain point-of-sale systems and to train store personnel on varying
program rules. In stores without programmed front-end cash registers,
compliance with program rules would become more challenging.

Program participants who shop both in and out a demonstration area for
purposes of cost savings, access and/or convenience would face inconsistent
program rules with respect to eligible items. This would cause both
confusion and potentially stigma at the store check out.

FNS’s ability to combat fraud and abuse would be adversely impacted as
resources would be diverted from identifying significant program violations
(e.g. trafficking SNAP benefits) to policing retailers to ensure that
ineligible food items not be sold.
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Mr. Graves: And more specifically, if you had to operate under a
reduced budget, how would you do so under a 25, 20, and 10 percent reduction
in funding? If you could provide those figures to the committee, we would
certainly appreciate it, and I have a letter here inguiring about that, that
I711 submit for the record. It'd be wonderful if you could follcow back up

Response: The funding levels for the Supplemental Nutrition Assistance
Program {(SNAP) under the specified reductions would be:

President’s Budget Request $73,183,808,000
10 percent Reduction $65,865,427,200
20 percent Reduction $58,547,046,400
25 percent Reduction $54,887,856,000

Under normal circumstances, a reduction in the appropriated funds for
SNAP would result in a reduction in the bernefits provided te participants.
However, Section 101({a) (2) (B} of the American Recovery and Reinvestment Act
of 2009 (ARRA) requires that the level of maximum allotments and minimum
allotments cannot be reduced below the level set for FY 2009 by the ARRA
{this provision sunsets on October 31, 2013).

The funding levels for the Child Nutrition Programs under the specified
reductions would be:

President’s Budget Request $18,810,571,000
10 percent Reduction $16,929,513, 900
20 percent Reduction $15,048,456,800
25 percent Reduction $14,107,928,250

The Richard B. Russell National School Lunch Act (NSLA) and Child
Nutrition Act of 1966 (CAN) establish formulas that determine the level of
support for meal reimbursements, State administrative expenses, and
commodities that must be provided to States that operate and administer the
Child Nutrition Programs. For example, under Section 11 of the NSLA, States
are entitled to reimbursement at the statutory rate for all eligible meals
served to students who qualify for free or reduced-price meals. If
appropriations are reduced to the extent that FNS does not have sufficient
resources to provide the statutorily reguired payments to States, then we
would be forced to seek other funding to meet these needs, including
potentially a request for a supplemental appropriation.

The funding levels for the Special Supplemental Nutrition Program for
Women, Infants, and Children (WIC} under the specified reductions would be:

President’s Budget Request $7,390,100,000
10 percent Reduction $6,651,090,000
20 percent Reduction $5,912,080,000
25 percent Reduction $5,542,575,000

At the reduced levels of funding displayed above the WIC program would
not have sufficient resources to support the anticipated levels of
participation. Using the same assumptions regarding funding, participation,
and food costs that were used to prepare the FY 2012 budget request for the
program, at the specified levels of funding the participation that could be
supported in the program would be:
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President’s Budget Request $9,612,516
10 percent Reduction 38,699,382
20 percent Reduction 37,729,270
25 percent Reduction 57,244,214

Thus, as a result of the specified funding reductions, the States would
be forced to cut current participants from the program, and would be forced
te institute waiting lists for new applicants seeking te join the program.

Finally, the funding levels for the Commodity Supplemental Food Program
{CSFP) under the specified reductions would be:

President’s Budget Request $176,788,000
10 percent Reduction $159,109,200
20 percent Reduction $141,430,400
25 percent Reduction $132,591,000

At the reduced levels of funding displayed above CSFP would not have
sufficient rescurces to support the current caseload level and participation.
Using the same assumptions regarding funding, participation, and food costs
that were used to prepare the FY 2012 budget request for the program, at the
specified levels of funding the approximate caseload that could be supported
in the program would be:

President’s Budget Request $604,931
10 percent Reduction $560,000
20 percent Reduction $516,000
25 percent Reduction $456,000

Thus, as a result of the specified funding reductions, the States would
be forced to cut current participants from the program, and would be forced
to institute waiting lists for new applicants seeking to join the program.

Mr. Graves: Mr. Under Secretary, the Department has before it a
petition waiver from the State of New York concerning restrictions on SNAP
purchases, right? And can you tell us when you expect the Department to make
a decision on that reguest? Has the Department considered any similar
waivers in the past?

Responge: On October 6, 2010, the New York State Office of Temporary
and Disability Assistance (OTDA) reguested permission for a waiver to operate
a demonstration project that would modify the list of allowable food items
that can be purchased with Supplemental Nutrition Assistance Program {SNAP)
benefits in New York City. Specifically, the request would add to the list
of exceptions to the definition of “Food” under 7 U.S.C. 2012(k) (1):

* Sweetened beverages containing more than 10 calories per cup,
exempting juice without added sugar, milk products, and milk
substitutes, even if sweetened.

* Sweetened beverages are defined as carbonated or non-carbonated
beverages {including syrup or powder for the preparation of beverages)
that are sweetened with sugar or another caloric sweetener (e.g., high
fructose corn syrup, sucrose, honey, etc.) and have at least 10
calories per 8 ounces of the beverage.
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Finally, such waivers would fall under demonstration authority governed
by the Food and Nutrition Act. Demonstrations reguire a substantive
evaluation component. Such evaluations may require tapping limited State
resources. FNS would also face a new demand on limited Agency resources to
review State evaluation plans and results.

Mr. Graves: Does the Department know what it is SNAP recipients
actually buy with their benefits? Would it be important, in your view, to
have that information as USDA and Congress consider funding requests and
other aspects of the SNAP program? Does the Department keep a list of foods
that are allowed under SNAP and those that are not allowed - how would that
type of thing work?

Response: While there are currently no national data on what foods
SNAP households buy with their benefits specifically, we do know that over 84
percent of all benefits are redeemed in supermarkets and superstores which
offer a wide variety of staple foods, including many healthful choices.

Data from the Consumer Expenditure Survey show that:

* Almost 75 percent of all SNAP households spend cash in addition to
their benefit each month. In 2005, the average monthly amount of cash
spent by these families was about $175.

¢ Recent data show minor differences between low-income families and
families at the high end of the income distribution when it comes to
budget shares for each food category. Even though families with high
incomes spent over twice as much on food at home, the proportions of
total food expenditures by category are quite similar.

Percent of Annual
Food-at-Home Expenditures

All Lowest 20 Highest
. . 20
Food Categories consumer percent
. . percent
units of income X
of income
Cereal and bakery products 0.13 0.13 0.13
Meats, poultry, fish and eggs 0.22 0.23 0.21
Dairy products 0.11 0.11 0.11
Fruits and vegetables 0.17 0.17 0.18
Other food at home 0.36 0.35 0.36
All food at home 1.00 1.00 1.00
Value of food at home $3,753 $2,463 $5,629

Source: Consumer Expenditure Survey, 2009 ({(www.bls.gov).

USDA does not maintain a list of foods allowed under SNAP. The Act
defines food broadly as, “any food or food product for home consumption
except alcohelic beverages, tobacco, and hot foods or hot food products ready
for immediate consumpticn”. There are cperational issues that would present
themselves if USDA were to create and manage such a list. The task of
identifying, evaluating and tracking the nutritional profile of every food
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available, as well as to determine whether a product is a food or supplement,
would be substantial. For example, there are more than 300,000 food products
on the market, and an average of 12,000 new products were introduced each
year between 19390 and 2000. The burden of identifying which products meet
Federal standards would fall on an expanded bureaucracy or on manufacturers
and producers asked to certify that their products meet Federal standards.

All available evidence indicates that the diets and food choices of
most Americans are less than ideal, and that the diets and food choices of
low-income individuals are most striking in their similarity rather than
their differences with higher income individuals.

The Agency is planning a study to learn more about what foods are
typically purchased with SNAP benefits. This study will identify and compare
the feasibility of using alternative food purchase data - from large store
chains, loyalty card companies and other commercial sources that offer such
data. One or more of these data bases will be examined to estimate the
proportion of SNAP benefits spent on different foods. If store sales and EBT
transaction data can be linked at the household level, purchase patterns can
be examined by benefit amount.
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Questions Submitted by
Mr. Sam Farx

CHILD NUTRITICN REAUTHORIZATICN

I know you have been rolling out guidance and regulations for the Child
Nutrition Reauthorization (CNR).

Mr. Farr: What is the schedule for full implementation and do you see
roadblocks that would impede implementation?

Response: USDA has been hard at work to implement the Healthy, Hunger-
Free Kids Bct of 2010. We will be taking many actions to implement the rule,
including issuing implementation guidance, rulemaking, and training and
consultation with stakeholders. To date we have issued approximately 16
memoranda to implement the mandatory provisions of the Act, beginning just
days after enactment. The first proposed regulation, Nutrition Standards in
the National School Lunch and School Breakfast Programs, was published on
January 13, 2011. A number of proposed and interim rules will be published
between now and December 2012. Final implementing rules will follew each
proposal. Several provisions, such as the expansion of at-risk afterschool
meals in CACFP, do not require rulemaking because the rules are already in
place. An implementation plan is posted on the Food and Nutrition Service's
website at
http://www.fns.usda.gov/cnd/Governance/Legislation/implementation actions.pdf

We do not foresee any administrative roadblocks that would impede
implementation.

Mr. Farr: Are you expecting to delay or postpone any part of the CNR
package?

Response: With the exception of provisions subject to appropriations,
we do not expect to delay or postpone any part of the Healthy, Hunger-Free
Kids Act of 2010. Those provisions subject to appropriations will be delayed
until funding is provided.

Mr. Farr: Do you have the resources necessary to implement, train,
provide technical assistance and administer this program?

Response: The Healthy, Hunger-Free Kids Act of 2010 provided the
resources necessary to implement the mandatory provisions. Some grant
programs were given authorization for appropriations, but activity on those
projects will not commence until appropriations are made. The President’s
2012 budget requests $10 million for School Breakfast Program expansion
grants as authorized by Section 105 of the Act.

HEALTHY HUNGER-FREE KIDS ACT OF 2010

Mr. Farr: Section 206 of P.L. 111-296 (The Healthy Hunger-Free Kids
Act} requires that any school district that chooses tco sell competitive foods
ensure that sales generate at least enough revenue to cover the cost of
obtaining the food.



241

Congress established this requirement after the USDA Meal Cost Study (2006)
showed that in many districts revenues from competitive food sales (non-
program foods) were not covering the full cost assoclated with obtaining and
selling competitive foods.

The Act contains a new formula districts are reguired to meet in order to
help protect the significant Federal investment made to schools so students
have access to healthy meals. The formula is also intended to strike a
balance to improve financial integrity without requiring undue administrative
burden. The concern is, however, that the formula established does not
account for the variability of labor costs in competitive food programs.

Can you describe to me what USDA will be doing to ensure that school
districts understand the need to protect the federal school meal investment
and understand how to effectively implement this new formula?

Response: Section 206 of the Healthy, Hunger-~Free Kids Act of 2010
requires school food authorities (SFAs) to generate at least as great a share
of total revenue from non-program foods as non-program foods contribute to
total food costs.

The intention of this provision is to ensure that Federal
reimbursements are not used to cover the food costs associated with
nonprogram food. USDA has estimated that nonprogram revenues fall short of
the amount necessary to balance SFA food cost and revenue ratios by almost
$2.4 billion for the full 2011 fiscal year.

SFAs that are not currently in compliance with this provision will need
to generate more revenue to meet the proportional requirement. It is likely
that schools will choose to raise the prices they charge for nonprogram foods
to generate this revenue.

We are currently working on both an interim rule and guidance to help
SFAs as they implement this new provision. Both of these are expected to be
published before the July 1, 2011 effective date. The guidance will provide
a step-by-step guide on how to implement both Sections 205 and 206.

Mr. Farr: Further, what can USDA and state agencies do to ensure that
school districts with higher labor costs for competitive food programs can
identify this and imize the unintended subsidy of competitive food
programs with Federal dollars?

Response: Section 206 of the Healthy, Hunger-Free Kids Act of 2010
establishes a formula designed to generate at least as great a share of total
revenue from non-program foods as non-program foods contribute to total food
costs. The formula considers the cost of non-program food, not the cost of
the school districts’ labor. USDA will provide technical assistance and
guidance and will monitor implementation of the provision to determine if
labor cost issues inadvertently limit meeting the intent of the provision.
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Questions Submitted by
Ms. Resa Delauro

SUPPLEMENTAL NUTRITION ASSISTANCE PROGRAM (SNAP)

It has been argued by some that the recent growth in spending on SNAP
benefits has been problematic and should be targeted for cuts. However, I
would remind the subcommittee that, while SNAP spending has increased, these
increases are not a sign that the program 1s growing out of control, but it
has grown because of the declining economic circumstances of tens of millions
of Americans.

The recent SNAP increases have been caused primarily by three factors:

0 the deepest economic recession since the program was established in
its current form {which accounts for about two-thirds of the increase between
2007 and 2010}

2) a temporary increase to SNAP benefits that was enacted as an economic
stimulus measure, and which economists across the political spectrum view as
one of the most effective and efficient forms of economic stimulus; and

3) food price inflation (which was very high over the 2007 and 2008
period, eased in 2009 and 2010, but now appears to be on the rise again.)

According to CBO projections, as a share of the GDP, SNAP is expected to
return to pre-recession levels by the end of the decade. As the economy
improves, the need for and use of this program also will decline.

These projections are consistent with CBO’s unemployment projections, which
forecast that the unemployment rate will remain above 6 percent until 2015.

Ms. DeLauro: Based on these projections, should SNAP be targeted for
cuts? Is it contributing to long-term budget pressures?

Response: SNAP should not be targeted for cuts because it is not
contributing to long-term budget pressures but rather is responsive to the
ups and downs of the American economy.

SNAP’s national eligibility reguirements respond quickly and
consistently to changing economic conditions, whether national in scope or
within specific regions or localities. The program expands to meet increased
need when the economy is in recession and more eligible people participate
and contracts when the economy is growing. Currently, the program is
responding as designed to the economic downturn, providing support for
families to put food on the table. As the economy improves and unemployment
drops, fewer people will be eligible for the program and participation will
decline. We have seen this pattern of responsiveness consistently over the
past three decades.

SNAP benefits are 100 percent federally funded, and move guickly into
the local economies - 97 percent of SNAP benefits are redeemed within a
month., This is important not only for the families that receive the benefits
but for the communities where the benefits are spent because SNAP has an
economic multiplier effect. Every $5 in new SNAP benefits generates $9 in
total economic activity, benefiting the grocery stores where the food was
purchased, the distributors who delivered the food, and ultimately the
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farmers who produced it. On average, $1 billion of retail food demand by
SNAP recipients generates close to 3,000 farm jobs.

In January, the Census Bureau reported that 4.5 million Americans did
not slip into poverty last year because of SNAP. 1In addition, a recent USDA
report, Household Food Security in the United States, 2009, noted that while
the continued high levels of food insecurity are cause for concern, the fact
that the food insecurity numbers did not increase between 2008 and 2008,
despite a significant increase in the rate of poverty in the United States,
underscores the important role of SNAP and the other Federal nutrition
assistance programs in helping to prevent food insecurity.

Ms. DelLauro: If the economic recovery is faster or stronger than
current projections, then SNAP spending also would decline more rapidly,
correct?

Response: FNS uses the unemployment rate to forecast SNAP
participation because historically there has been a close link between these
data. For the FY 2012 President’s Budget reguest, FNS used an estimate that
the average unemployment rate in FY 2011 would be 9.5 percent, and in FY 2012
would be 8.8 percent. We would generally expect that, as the economy
continues to recover and people become employed, SNAP participation would
eventually decline, lowering program costs.

Ms. DeLauro: In the long term, would the upward pressures on spending
then be focused on population growth and food price inflation?

The impact of SNAP on the economy is undeniable. Just one dollar of
SNAP/Food Stamp benefits creates a “ripple effect” through the economy. A
study by Moody’s showed that the fastest way to infuse money into the economy
is through expanding the SNAP/Food Stamp program. The study emphasized that
if someone who is literally living paycheck to paycheck gets an extra dollar,
it is very likely that they will spend that dollar immediately on whatever
they need - groceries, to pay the telephone bill, to pay the electric bill.
That single dollar helps to pay the salaries of the grocery clerks, pays the
truckers who haul the food and produce cross-country, and finally goes to the
farmer whc grows the crops.

In addition to the Moody’s study, USDA research shows that each $5 of federal
SNAP/Food Stamp benefits generates nearly twice that in economic activity.

Response: SNAP is counter~cyclical - when the economy is in recession,
SNAP provides nutrition assistance to those in need while delivering a
stimulus to the economy. Conversely, when the economy is booming, SNAP
participation tends to decline because more people are employed and have less
need for assistance.

SNAP participation 1s projected using employment level, which is a
calculated number using population growth and unemployment rate. Population
growth does affect the number of people receiving SNAP benefits, even if
unemployment rates are stable. In addition, since benefits are tied to the
Thrifty Foed Plan (TFP), which is adjusted annually for inflation, food price
inflation will lead to a higher maximum benefit level.
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Ms. DeLauro: How many retail stores accept and redeem SNAP benefits?
That figure is over 200,000 retall stores, correct?

Response: As of September 30, 2010, 216,738 retail grocery stores and
meal services were authorized to accept SNAP benefits.

Ms. Delauro: What does that translate into in terms of benefits
flowing into small businesses and into local communities?

Response: In Fiscal Year 2010, about 180,000 or 83 percent of
authorized retailers were small stores (i.e., smaller than supermarkets).
They redeemed about $10.6 billion in SNAP benefits or just over 16 percent of
SNAP benefits were redeemed in that year.

However, all authorized retailers are located in local communities, and
in total in fiscal year 2010, over $64.4 billion in benefits were redeemed.
SNAP benefits assist local communities by supperting the local retailers, in
turn supporting persons hired by the retailers, as well as the local services
and affiliated businesses that benefit from purchases by retailer employees.

SNAP PROGRAM INTEGRITY

Program integrity for SNAP is at an all-time high. To ensure that benefits
are provided to only eligible households and in the proper amount, the
Program has one of the most rigorous guality control systems of any public
benefit program, and has achieved its lowest error rates on record in recent
years.

Again in fiscal year 2009, as caseloads were rising, states set new record
lows for error rates.

Ms. DelLauro: Is there any evidence to suggest that program errors or
fraud are causing increased spending?

Regponse: The SNAP quality control system measures program
certification errors arising from three sources: inadvertent participant
errors; State agency administrative errors; and intentional fraud. From this
data, FNS is able to estimate the impact of certification error on total
program benefit issuance. Fiscal year 2009 data, the most recent information
currently available, suggests that the net impact of all certification errors
- both overpayments and underpayments - was to increase total program benefit
issuance by 2.72 percent. ‘

FNS is committed to minimizing all program certification errors and
insuring that participants receive the benefits to which they are entitled -
no more; no less. Toward this end, we monitor our guality contrel and
improper payments progress against the more rigorous combined payment rate
which reflects the total value of both over and under payments. For fiscal
year 2009, the combined payment error was 4.36 percent. As you noted in your
remarks, this represented a record low error rate. Additionally, it was the
eleventh year in a row in which FNS, in collaboration with its State
partners, improved overall payment accuracy.
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COMPETITIVE FOODS

As you know, Section 206 of The Healthy Hunger-fFree Kids Act requires that
any school district that chooses to sell competitive foods ensure that the
sales generate enocugh revenue to cover the cost of obtaining the competitive
food.

This requirement was included in response to the USDA Meal Cost Study in 2006
that showed that in many districts, revenues from competitive food sales
(non-program foods) were not covering the full cost associated with obtaining
and selling competitive foods. The Federal investment is not intended to
offset costs from selling foods in competition with reimbursable meals.

Included in the law is a new formula districts are required to meet to help
protect the significant Federal investment made to schools so students have
access to healthy meals. The formula is also intended to strike a balance in
the need to improve financial integrity without reguiring undue
administrative burden. However, there is some concern that the formula
established does not account for the variability of labor costs in
competitive food programs.

The method will be adequate in school districts where the labor costs for
running the federal school meal programs and competitive food programs are
roughly the same. But, the formula will not meet its intent, however, in
school districts where labor costs for selling competitive foods are higher
than the labor costs for school meals. This would be the case in schools
that serve competitive foods that require more labor hours, more skilled
labor, or a greater percentage of administrative oversight.

Ms. DeLauro: iven that schools will be required to be in compliance
with this new accounting formula this upcoming school year, can you describe
to me what USDA will be doing to ensure that school districts understand the
need to protect the federal school meal investment and understand how to
effectively implement this new formula?

Response: Section 206 of the Healthy, Hunger-Free Kids Act of 2010 is
effective on July 1, 2011. To ensure schools are in compliance, the Food and
Nutrition Service will issue both an interim rule and guidance to help school
food authorities as they implement this new provision. Both of these are
expected to be published before the July 1, 2011 effective date. The
guidance will provide a step-by-step guide on how to implement Section 206.

Ms. DeLauro: What can USDA and state agencies do to ensure that school
districts with higher labor costs for competitive food programs can identify
this and minimize the unintended subsidy of competitive food programs with
Federal dollars?

Response: Section 206 of the Healthy, Hunger-Free Kids Act of 2010
establishes a formula designed to generate at least as great a share of total
revenue from non-program foods as non-program foods contribute to total food
costs. The formula considers the cost of non-program food, not the cost of
the school districts’ labor. USDA will provide technical assistance and
guidance and will monitor implementation of the provision to determine if
labor cost issues inadvertently limit meeting the intent of the provision.
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FULL USE OF WIC FUNDS

As you know, there is a provision in the Healthy, Hunger Free Kids Act that
require the full expenditure of federal administrative funds provided for the
WIC and Farmers’ Market Nutrition Programs.

Because of tight budget constraints over the past several years, some state
and local governments were forced to implement hiring freezes and furloughs.
This contributed to under-served WIC populations as WIC staffs were, and
continue to be challenged to keep up with the demand for participation and
still operate programs within the constraints of staffing limitations. As a
consequence, unanticipated and unprecedented sums of federal grant funds to
states have been returned to USDA.

The full use of federal funds provision was included in the Healthy, Hunger-
Free Kids Act to assure the full delivery of WIC services, and to reduce
negative impacts on WIC participants and eligible participants. It also was
included to support state and local governments in fully utilizing their
resources for state and local priorities while allowing state and local WIC
programs to fully utilize federal resocurces.

Well, now it appears that State Health Officers and Governors are balking at
the Full Use of Federal Funds Provisions and seem unwilling to comply. FNS
has extended theilr deadline to receive signatures on Federal/State
Agreements, but it is uncertain how states will respond.

Ms. DeLauro: How aggressive does FNS intend to be to pursue this
matter and ensure accountability for the implementation of this provision?

Response: In the event that a State agency does not comply with this
regquirement, FNS will help that State agency develop a corrective action plan
to bring it into compliance. Federal WIC and Farmers’ Market Nutrition
Program regulations identify actions for non-compliance should the corrective
actien plan be unsuccessful.

WIC INFANT FORMULA COSTS

I remain staunchly committed to providing enough WIC funding so that all
eligible applicants can be served. During FY 2012, at least 10 states will
be entering into new contracts with infant formula manufacturers.

USDA recently found that when a state enters inte a new contract, the
wholesale price it pays for infant formula increases by an average of 73
percent. The new contracts in FY 2012 could have substantial implications
for program costs, but this issue was not discussed in the budget.

Ms. DelLauro: What do you anticipate the cost of these new contracts to
be? Does the funding level requested for fiscal year 2012 incorporate these
anticipated costs?

Response: Fifteen geographic State agencies require an extension of
their contract or a new contract effective October 1, 2011. Of these, six
have awarded new contracts that yield a higher discount on the wholesale cost
than the current contract, one has an active solicitation, four have extended
their existing contact, and the remaining four are considering their
extension options. In addition, five State agencies have contracts expiring
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later in the fiscal year who are currently reviewing their contract options.
While discounts appear to be trending upward, the funding level requested for
fiscal year 2012 is conservative and does not adjust for decreases in post
rebate price given the number of State agencies that have extended their
existing contracts and the uncertainty of the terms of expiring contracts not
yet extended or replaced with new contracts.

Ms. DeLauro: Will you keep us informed, as states receive bids on
infant formula prices, of the discounts states are recelving and changes to
the cost estimates that result?

Response: Yes, the Department will keep you informed as states receive
bids, the discounts they receive and any resulting change to cost estimates.

COMMUNITY ELIGIBILITY OPTION

The child nutrition reauthorization legislation includes an important new
option, known as community eligibility, which could allow thousands of
schools in high-poverty areas to focus on feeding children rather than
processing paperwork. Participating schools will be reimbursed based on a
formula and will not have to process applications, so they will be able to
devote their limited resources to providing nutritious meals and improving
educational services.

Students in these scheools will be able to eat in the cafeteria without
worrying about any stigma from receiving a free meal. This is a terrific
opportunity for states to serve more low-income children through the school
meals program and it was not a costly provision because the reimbursement
formula for participating schools approximates the reimbursements they
receive now.

Ms. DeLauro: Can you please explain the steps you have taken to select
the initial states in which the option will be available and how you will
promote this option in the coming years?

Response: Section 104 of the Healthy, Hunger-Free Kids Act of 2010
directs USDA when selecting States for participation during the phase-in
period, to select States “with an adeguate number and variety of schools and
local educational agencies that could benefit from” the Community Eligibility
option.

To meet this requirement, the Food and Nutrition Service (FNS)
developed a set of criteria to identify States with the greatest potential of
covering the highest number of gualifying local education agencies (LEA),
schools, and areas of high poverty. Data representing the number of eligible
LEAs in each State, State share of schools and total student enrollment in
areas of need, Supplemental Nutrition Assistance Program coverage per State
and the State direct certification rate were evaluated.

Each State was ranked in relation to the other States to determine the
States most likely to maximize benefit issuance and coverage during the
phase-in period. Based on these criteria, FNS identified ten States eligible
to apply for consideration for selection to participate in the option for the
first year. After the initial year, FNS will reassess the criteria and use
updated data to identify States eligible to apply for the subseguent two
phase-in years.
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In order to encourage the option, FNS issued a memorandum and guidance
outlining the benefits and procedures to all State agencies on March 15,
2011. FNS conducted a webinar on March 25, 2011 for the States eligible to
apply for the initial year to review the guidance and answer questions.

FNS will issue updated guidance through memoranda for each phase-in
year as well as once the phase-in period is completed to assist all States
and LEAs with electing the option. Throughout the phase-in period, the
performance of the option will be monitored and an evaluation will be
conducted to assess option participation and impact in the eligible LEAs and
schools in the States selected. FNS also met with the United States
Department of Education as well as advocacy groups to facilitate the
promotion and education of the option in areas of high poverty.

COMMODITY SUPPLEMENTAL FOOD PROGRAM (CSFP)

While I applaud USDA's decision to request $176.8 million for the Commodity
Supplemental Food Program in FY 2012, enough funding to continue serving the
existing monthly caseload of 604,000 in 39 states and the District of
Columbia, I was disappointed that an additional $5 million was not provided
to begin expanding service into the 6 states with USDA-approved plans. Those
states are Hawaii, Idaho, Maryland, Massachusetts, Rhode Island, and, of
course, Connecticut -~ a state with a guickly expanding senior population.

Ms. DeLauro: Can you explain why USDA decided not to make the request
to expand this valuable nutrition program into additional states at a time
when more seniors than ever in this country are in need of nutritious food
assistance?

Response: Under current program regulations, any additiconal funding
provided for CSFP must be used to provide more caseload tc States already
participating in the program, if they are eligible and have requested
additional caseload slots. States already participating in the program have
requested over 114,000 caseload slots more than the approximately 605,000
caseload slots which have been tentatively allocated for 2011. We would have
to substantially increase our requested funding levels to first fulfill all
outstanding requests from States already participating in CSFP, and then
expand service to the six States with USDA-approved State plans. Given
competing budget priorities, this was not feasible for the FY 2012

resident’s Budget.

THE EMERGENCY FOOD ASSISTANCE PROGRAM (TEFAP)

I continue to hear from my food banks and food pantries in Connecticut about
the increased demand they are seeing statewide for emergency food assistance.
While these organizations receive genercus support from corporate and private
donors, they would not be able to continue serving all of those in need were
it not for the food provided to the food bank network by USDA through the
Emergerncy Food Assistance Program (TEFAP).

Nationwide, TEFAP over the last several years has accounted for about one-
quarter of all food moving through the emergency food network, and is among
some of the most nutritious foods they distribute. However, it has come to
my attention that food commodities provided by TEFAP are down significantly
this year -~ from a total of $655 million last year to about $355 million
this year.
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Ms. DeLauro: With the prospects for additional purchases cof bonus
commodities looking bleak, how is USDA planning to fill the gap in funding in
FY201l so that we can ensure that our food banks can continue to serve the
more than 37 million low-income, food-insecure individuals they help each
year?

Response: The Emergency Food Assistance Program (TEFAP) provides foods
and administrative funds to States for further distribution to local
organizations that assist the needy, including food banks, food pantries, and
soup kitchens. The program provides a variety of healthy foods, helping
families across the country put food on the table in times of need.

Through TEFAP, USDA supports the efforts of local feeding
organizations, using funds specifically appropriated to support TEFAP and
foods obtained through the Department’s surplus removal and price support
activities (“bonus commodities”). The availability of the latter is
dependent on market conditions and varies each year. However, FNS will
continue to look for opportunities to provide bonus commodities to TEFAP.

Many TEFAP participants may also be eligible to participate in SNAP.
Encouraging such individuals to enrcll in SNAP will not only provide them
with additional nutritional assistance, but will help stretch food bank
resources even farther.

FOOD SERVICE MANAGEMENT COMPANIES

In July 2010, the New York Attorney General's office agreed to settle a claim
against Sodexo for $20 million based on a state investigation that found the
company withholding rebates due to 21 school districts and the State
University of New York. The New York Attorney General’s office determined
that from September 2004 through August 2009, Sodexc received significant
rebates from its suppliers without informing or passing the savings on to
these schools - in direct violation of their contracts, as well as state and
federal laws. These hidden incentives came to light only after two
whistleblowers stepped forward to reveal them to the state.

The New York investigation also revealed that it is "common practice within
the food service industry for service providers like Sodexo to leverage their
size and market dominance to obtain rebates from vendors that supply food
products, equipment and supplies.™ The New York OAG continues to investigate
the rebating practices of other large, multi-national corporate providers of
food service to public clients.

USDA already has taken steps to educate and help state agencies and school
districts address potential abuses on the part of contractors in handling
discounts, rebates and allowances. However, I remain concerned, that these
practices may be prevalent in many more school districts around the country,
potentially resulting in the misuse of tens of millions of dollars of
taxpayer funds intended to provide school children with access to healthy
school meals.

Ms. Delauro: Do state agencies and schocl districts have the tools,
expertise and staff resources necessary to monitor and enforce federal school
nmeal procurement rules? If not, are there ways the USDA could help build or
augment state and local capacity?
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Response: The Food and Nutrition Service (FNS) has and will continue to
provide technical assistance regarding procurement to State agencies and
school food authorities (SFA) in order to help ensure that our programs are
properly executed.

On October 31, 2007, EFNS codified the final rule titled, “Procurement
Requirements for the National School Lunch, School Breakfast and Special Milk
Programs” {(final procurement rule}. The goal was to remedy deficiencies
identified in audits and program reviews. The final procurement rule
explicitly requires that allowable costs paid from the nonprofit school food
service account be net of all discounts, rebates, and applicable credits and
reguires that the identification of discounts, rebates and credits is made
transparent by the food service management company. The rule also clarifies
review and monitoring requirements associated with contracts involving school
food service operations.

Qur technical assistance and training efforts address the proper
handling of rebates, discounts, and applicable credits as well as the State
agencies’ role in reviewing SFAs’ procurement procedures and cost
reimbursable contracts prior to the issuance of a solicitation or contract
execution. These also ensure that cost reimbursable contracts contain the
required provisions to accomplish the important task of tracking discounts,
rebates and applicable credits.

It is essential that State agencies and school food authorities
understand procurement principles to ensure they apply those principles to
procurements affecting the meals served in their schools. FNS recognizes
specific and freguent training is needed as effective procurements require
analytical legal, contractual, and accounting skills. To this end, FNS has
taken a number of recent steps, including:

* In October 2010, FNS issued a reminder notice to all regional and State
agency offices of the importance of ensuring compliance with the
procurement requirements established in regulations affecting the
Naticnal Schocl Lunch Program (NSLP), School Breakfast Program (SBP},
and Special Milk Program (SMP).

¢ FNS provides training on procurement issues at national conferences,
inciuding the School Nutrition Association (SNA}) and the American
Commodity Distribution Association (ACDA).

s FNS developed a comprehensive, web-based procurement training program
for States and SFAs. FNS released the first of three parts and
anticipates the second part being issued in the next several months.

¢ FNS is currently providing webinar training to its regional offices on
how to address procurement issues,

Additionally, FNS regularly issues guidance addressing a variety of
procurement issues. Most recently, FNS issued a memorandum on October 1,
2010 to state agencies with oversight responsibility over these contracts
advising them to be aware of possible illegal overcharges related to rebates
when conducting reviews and audits of contracted school meal programs and to
be more vigilant overall in their enforcement of USDA procurement
regulation.
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Ms. DeLauro: Does the USDA need to take-on additional oversight and/or
enforcement responsibilities to ensure contracts with foodservice management
companies are consistently executed to the advantage of school districts? If
so, what further authority might be necessary in order to guarantee the
integrity of the program and the proper and legal use of federal school meal
program funding?

Response: State agencies and school food authorities (SFA) currently
have the authority necessary for ensuring contract compliance involving food
service management companies. The Food and Nutrition Service (FNS)
continually provides training and technical assistance through a variety of
approaches to enhance accountability in the school meals programs.

Due to the concerns raised by the Sodexho settlement, USDA's Office of
Inspector General (0IG) will investigate procurement issues such as the misuse
of discounts, rebates, and applicable credits. FNS expects this
investigation will shed light on any additional steps needed to ensure the
integrity of the program and the proper use of federal school meal program
funding.

Ms. Delauro: Are food service contractors disclosing enough
information to school districts to be able to accurately identify the amount
of discounts, rebates and allowances generated from purchases?

The Assistant Attorney General in New York (John F. Carroll) who is leading
the investigation of the rebate practices of major school food service
companies, recently stated his concerns about the potential impact lack of
transparency in school food pricing could have on scheol nutrition.

According to Carroll, major school food service contractors like Sodexo go to
great lengths to ensure that the products they use come from manufacturers
willing to pay volume discounts for goods they purchase in large volumes,
money that sometimes dces not appear on any client inveoice.

Carroll observed that some products can earn food service companies as much

as 50 percent cof the cost of the product itself. He noted that in at least
one instance, a local wholesaler increased the price it charged to a school

district for fresh produce, so that it could pay the food service company a

rebate.

Carroll’s findings mirror the results of an audit released by the USDA Office
of Inspector General in 2005 which found in some cases, school districts were
likely paying more for some food items by contracting with a food service
management company.

Most troubling, when contractors fail to disclose the full value of vendor
rebates, it is school children who are being short changed. Without full
pricing transparency, school districts may be receiving less nutritional
value for the money spent to produce school meals than they might otherwise
believe they were providing.

Response: Regulations at 7 CFR Part 210.21(f) reguire specific
infermation that school food authorities (SFA) must include in all cost
reimbursable contracts {(including contracts with cost reimbursable
provisions), and in solicitation documents prepared to obtain offers for such
contracts.
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The regulations require that contractors identify the amount of each
discount; rebate and other applicable credit on bills and invoices presented
to the SFA for payment and individually identify the amount as a discount,
rebate, or the nature of the credit. The regulation also reguires
contractors to identify the method by which they will report discounts,
rebates and other applicable credits that are not reported prior to
conclusion of the contract, and yet another explicitly requires that
contractors maintain documentation of costs and discounts, rebates and other
applicable credits, and must furnish such documentation upon request to the
SFA, the State agency, or the Department.

Based on these guidelines, food service contractors should be
disclosing enough information to school districts to enable districts to
accurately identify the amount of discounts, rebates and allowances generated
from purchases. Ongoing monitoring by SFAs and States is needed in order to
ensure this information is being provided.

USDA’s Office of Inspector General (0OIG) will investigate procurement
issues such as the misuse of discounts, rebates, and applicable credits. FNS§
expects this investigation will shed light on any additional steps needed to
ensure the integrity of the program.

Ms. Delauro: Do school districts have access to information that would
enable them to determine whether their contractors are engaged in unbalanced
pricing and/or the price reasonableness of items purchased on their behalf?

Response: If properly applied, procurement requirements are designed to
ensure that offerors bid their prices in a clear and understandable fashion.
In addition, school food authorities (SFA) are required to ensure that their
contracts with food service contractors require the contractor to identify
the amount of each discount, rebate and other applicable credit on bills and
invoices presented to the SFA for payment and individually identify the
anount as a discount, rebate, or the nature of the credit.

We do not have comprehensive information on how effectively these
requirements are implemented. USDA’s Office of Inspector General (OIG) will
investigate procurement issues such as the misuse of discounts, rebates, and
applicable credits. ¥NS expects this investigation will be informative in
this regard.

Ms. Delauro: How can the USDA and/or state agencies help districts
conduct oversight of contractor purchasing to ensure contractors and their
prime vendors are providing best value in their pricing?

Response: USDA and/or State agencies can help districts conduct
oversight of contractor purchasing to ensure contractors and their prime
vendors are providing the best value in their pricing through appropriate
training.

Currently, the Food and Nutrition Service (FNS) has online procurement
training available through the National Food Service Management Institute for
State agencies and school food authorities (SFA). This training teaches the
fundamental principles of procurement regulations. The second of the three
topics, which focuses on planning, executing, and administering procurement,
will be available in the next several months. FNS anticipates the third
topic of the online training, which heavily focuses on food service
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management companies and other contractor procurements, will be available to
the SFAs at the end of the year depending on funding and staff resources.

Ms. Delauro: Are food service management companies complying with USDA
rules regarding competitive bidding practices? Is there a need to introduce
new regulations to clarify or possibly tighten fiduciary responsibility
requirements for FSMCs?

Response: The Food and Nutrition Service (FNS) needs more information
to assess the current competitive bidding practices of food service
management companies and whether they are complying with the bidding
requirements. USDA’s Office of Inspector General ({OIG) will investigate
procurement issues such as the misuse of discounts, rebates, and applicable
credits. FNS expects this investigation will shed light on any additional
steps needed to ensure the integrity of the program and the proper use of
federal school meal program funding.

FUNDING FOR NEW MEAL STANDARDS

I am pleased that USDA is updating the nutrition standards for school meals
and that kids will be receiving healthier food options in the school
cafeteria. To help ensure that schools meet these standards, USDA needs to
assess compliance in more schools more often.

Ms. DeLauro: What is USDA planning to do to beef up compliance reviews
and help schools meet the new school meal standards?

Response: As required by section 207 of the Healthy, Hunger-Free Kids
Act of 2010 (the Act)}, the proposed rule to update school meals would regquire
State agencies to monitor compliance with the new meal requirements every
three years, increasing the frequency from the current S5-year review cycle.
More frequent reviews will allow State agencies to increase technical
assistance to local program operators to help them comply with the new
requirements. The proposed rule would also require the State agencies to
monitor compliance with the meal reguirements for breakfasts as part of the
administrative reviews.

At the Federal level, USDA’s Team Nutrition and the National Food
Service Management Institute will develop technical assistance and training
resources to help local program operators meet the new meal reguirements. In
addition, as required by the Act, USDA will develop a proposed rule to
establish professional standards for school food service directors, which is
expected to enhance the ability of schools to meet the new meal regquirements.

SCHOOL LUNCH REIMBURSEMENTS

I am pleased that schools will have access to higher reimbursement rates for
school lunches.

Ms. Delauro: What are USDA’'s plans for how to certify schools to
receive that increase?

Response: As required by section 207 of the Healthy, Hunger-Free Kids
Act of 2010 (the Act), the proposed rule to update school meals would require
State agencies to monitor compliance with the new meal reguirements every
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three years, increasing the frequency from the current 3-year review cycle.
More freqguent reviews will allow State agencies to increase technical
assistance to local program operators to help them comply with the new
reguirements. The proposed rule would also reguire the State agencies to
monitor compliance with the meal reguirements for breakfasts as part of the
administrative reviews.

At the Federal level, USDA’s Team Nutrition and the National Food
Service Management Institute will develop technical assistance and training
resources to help local program operators meet the new meal requirements. 1In
addition, as required by the Act, USDA will develop a proposed rule to
establish professional standards for school food service directors, which is
expected to enhance the ability of schocls to meet the new meal requirements.

Ms. DeLauro: Will that certification process be streamlined to
minimize the burden on schools?

Response: Yes, USDA acknowledges that the School Meal Programs are
operated in partnership with schools and State agencies, and the very
circumstances that have driven increased demand for these programs have also
reduced the revenue available to States and schools to operate the programs.
USDa will work diligently to develop an effective, streamlined certification
process that minimizes the burden on schools and State agencies.

Ms. Delauro: Will it kick in at the same time as the new meal
standards go into effect to ensure schools have access to the new resources
to help them pay for the whole grains, frults, vegetables and other healthy
food under the new meal standards?

Response: Yes, USDA anticipates that certification activities will
begin coincident with the new meal standards, expected in Spring 2012 to
maximize the number of schools that qualify for the increased reimbursement
when 1t becomes available in October 2012.

SNAP EDUCATION CUTS

One of the unfortunate offsets to the child nutrition bill last year was the
cut in SNAP Education funding. This is going to have a dramatic impact in
Connecticut, where they will receive much less than what USDA approved for
the current fiscal vear.

Ms. DeLauro: What 1s the USDA doing to make sure that there are
adeguate funds for that and what can be done now?

Response: The Healthy Hunger-Free Kids Act of 2010 is very specific
that funding be allocated through the Nutrition Bducation and Cbesity
Prevention Grant Program as 100 percent Federal funds without State match.
The statute is also very clear that allocations are to be based on States’
SNAP nutrition education (SNAP-Ed) expenditures for FY 2009, as reported to
the Food and Nutrition Service in February 2010. Funding for FY 2011 is
capped at $375 million and will be indexed for inflation in FY 2012 and for
each successive year thereafter,
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Starting in FY 2014, the funding allocation formula changes, and 10
percent of the allocation will be based on the States’ share of the total
SNAP participation for the nation. Each year the proportion based on the
States’ SNAP participation will increase by 10 percent until FY 2018, when it
reaches 50 percent, and the proportion based on the FY 2009 SNAP-Ed spending
is 50 percent.

The law does not authorize additional Federal financial participation
for SNAP~Ed activities from USDA beyond the fixed grant amount. States may,
and are encouraged, to seed additional public or private funding to ’
supplement their nutrition education activities.



256

Questions Submitted by
Ms. Marcy Kaptur

COMMODITY SUPPLEMENTAL FOOD PROGRAM

Ms. Kaptur: Mr. Undersecretary, the administration has been a strong
supporter of the Commodity Supplemental Food Program and requested robust
levels for the program in FY 2012 yet I have not seen a reference to the
program in your testimony. Please outline the reasons for your support for
the program and the gap it fills for low income seniors?

Response: In the FY 2012 President’s Budget, the administration
requests $176.8 million to support current program participation. This
amount is approximately $5 million over the FY 2011 request, and accounts for
anticipated increased food costs and administrative expenses in FY 2012.

In my travels across the country, I have seen how important CSFP is for
providing food assistance to the elderly. For elderly who are ineligible to
participate in SNAP, or who find it impractical to do so, CSFP can help
ensure access to nutritious food.

Ms. Kaptur: Current regulations require that the Department approve
all caseload expansion reguests prior to provide funding to start programs in
new states. The National Commodity Supplemental Food Program Association has
asked that this regulation be changed. What are your plans for taking action
on their reguest?

Response: In 2011, States already participating in CSFP and eligible
for additional caseload requested over 114,000 caseload slots more than the
605,000 caseload slots which we had the funding and resources to support.

Our regulations currently reguire that any additional funding must be used to
fund these caseload slots rather than add new States because, given the
limited resources available to the program, it is more cost-effective to
expand programs already operating and which can use the additional caseload,
rather than begin new programs in new States.

THE EMERGENCY FOOD ASSISTANCE PROGRAM (TEFAP)

Ms. Kaptur: While there is often discussion about the ability of
private donations to fill in the gaps and serve those in need, it is critical
to note that Ohio alone, almost 30 percent of the food provided at food banks
is provide by cne program, the Emergency Food Assistance Program, yet, in the
Republican full year CR, this program faces a $6 million cut in
infrastructure funding. ’

Mr. Secretary, could you please highlight for the committee your experience
across the country in the necessity of the TEFAP program in meeting these

gaps?

Response: TEFAP plays an important role in providing nutriticn
assistance through the nation’s emergency feeding network, and USDA will do
its utmost to ensure that TEFAP continues to fill that role. The President’s
FY 2012 budget requests a total of $50 million in administrative funding for
TEFAP, a slight increase over FY 2011, Unfortunately, we have had to make
many difficult decisions about discretionary program funding, and we could
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not support the additional TEFAP administrative resources for infrastructure
grants.

SCHOOL FOOD CONTRACTS WASTE, FRAUD & ABUSE

Ms. Kaptur: Despite federal laws that mandate rules which contractors
are required to credit school districts for deductions in total school meal
programs for food costs from commodities, recent investigations have shown
that companies like Sodexo, are not crediting districts for all of the
surplus food that the USDA had shipped to the district. In my state of Ohio,
auditors determined the total credit due to the Columbus Schools for the
2009-10 school year was just under $400,000! Donated commodities play a
critical role in helping lower school meal program costs while also
supporting the US farm economy. What steps is the USDA currently taking to
ensure the integrity of this program is not being undermined by a lack of
financial accountability on the part of school food service contractors? Does
the USDA need additional resources in order to ensure federal school food
subsidies are not being lost through waste, fraud or abuse?

Response: Per program regulations, the primary responsibility for
ensuring that food service management companies comply with contract
provisions regarding accurate crediting of donated food value belonygs to the
State agencies that administer the program. USDA helps State agencies
fulfill this responsibility by providing guidance, through conference
presentations and training sessions; answering State inguiries on the matter;
and issuing written guidance on an as-needed basis. USDA also conducts
periodic management reviews of State agencies to evaluate their effectiveness
in ensuring compliance with program regulations.

Some recent steps include:

e In October 2010, FNS issuved a reminder notice to all regional and State
agency offices of the importance of ensuring compliance with the
procurement requirements established in regulations affecting the
National School Lunch Program {NSLP)}, School Breakfast Program (SBP),
and Special Milk Program (SMP).

* FNS provides training on procurement issues at national conferences,
including the School Nutrition Association (SNA) and the American
Commodity Distribution Assoclation (ACDA).

* FNS developed a comprehensive, web-based procurement training program
for States and SFAs. FNS released the first of three parts and
anticipates the second part being issued in the next several months.

e FNS is currently providing webinar training to its regional offices on
how to address procurement issues.

Additionally, FNS regularly issues guidance addressing a variety of
procurement issues. Most recently, FNS issued a memorandum on October 1,
2010 to state agencies with oversight responsibility over these contracts
advising them to be aware of possible illegal overcharges related to rebates
when conducting reviews and audits of contracted school meal programs and to
be more vigilant overall in their enforcement of USDAR procurement
regulation.
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FARMERS MARKET TRANSITION, JUNE 2010 REPORT TO CONGRESS

Ms. Kaptur: 1In a report provided requested by this committee that
asked for the feasibility of installing wireless EBT terminals at farmers
markets at every farmer market across the country, the administration stated
the following “USDA is currently conducting research to determine the best
methods and circumstances for implementing SNAP EBT and attracting SNAP
households to the markets” Please update the committee on actions taken since
this language was written in June 2010.

Response: FNS initiated two studies to assist in better understanding
SNAP participation at farmers’ markets as well as challenges faced by market
operators in order to identify the most effective options for increasing
market participation and access.

The first study, Nutrition Assistance in Farmers Markets: Understanding
Current Operations, explores existing practices in using EBT to allow
farmers’ markets to redeem benefits from SNAP and the WIC and Seniors'
Farmer’s Market Nutrition Programs (WIC FMNP and SFMNP) through a survey of
currently-participating markets and compares them to a sample of markets not
participating in these programs. Results will help to identify successful
models and inform guidance for broader use of nutrition program benefits in
farmers’ markets.

A contract for a second study, Nutrition Assistance Client Shopping
Patterns at Farmers’ Markets, will be awarded Summer, 2011 and focus on
nutrition assistance program participants who do and do not redeem benefits
in farmers’ markets, to better understand who does and does not use farmers’
markets and why, what foods they purchase there, and how such markets fit
into their overall food shopping. There will be at least two components of
the project: an analysis of EBT transaction data and a survey of program
participants. The project complements the survey of market managers described
above.

Ms. Kaptur: In this same report, USDA suggested the following “The
Economic Research Service (ERS), Agricultural Marketing Service (AMS) and FNS
are all engaged in research that will better inform the Department about best
practices and factors that increase the likelihood of the successful
markets.” Please update the committee on the FNS interaction related to this
research.

Response: FNS participates, along with ERS, in two working groups
presided over by AMS. The key mission of these two partnerships is to create
support for the farmers’ market industry and expand access to local,
nutritious foods, especially among low-income families served by USDA
nutrition assistance programs.

Know Your Farmer, Know Your Food is composed of USDA agencies who work
together to share information, identify data gaps and support research to
address information needs. FNS is currently drafting a memorandum of
understanding to facilitate data sharing across USDA agencies.

The Farmers’ Market Consortium is a public/private sector partnership
focused on sharing and publicizing information about funding and other
technical resources available to farmers’ markets, along with lessons learned
from ongoing activities. FNS will contribute through two upcoming surveys -
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one focused on the experience of farmers’ markets interactions with SNAP, and
a second on SNAP participant use of farmers’ markets.

Ms. Kaptur: Please update the following statistics for fiscal year
2010 ™ ({FY) 2009,936 farmers' markets redeemed $4,331,888 of the
approximately $50 billion total SNAP redemptions (0.0l percent) for the
Program.” ‘

Response: In fiscal year 2010, 1,611 farmers’ markets and direct
marketing farmers redeemed $7,547,028 of the approximately $64 billion total
SNAP redemptions (0.01 percent) for the program.

Ms. Kaptur: In the administration budget request, USDA has requested
$4 million to install wireless machines at farmers markets. Please describe
for us the economic benefits for small famers of using wireless terminals at
these markets.

Response: It is a USDA priority to ensure that SNAP participants have
access to the fresh and nutritious food available at farmers’ markets. USDA
locks for opportunities to embrace farmevs’ market participation, and to
leverage their ability to reach potentially eligible clients, and to perform
nutrition education activities at markets. Our goal is to authorize an
additional 200 farmers or farmers’ markets and increase redemptions at such
iocations by $750,000 each year.

The concentration of fresh and nutritious foods at farmers’ markets
helps introduce low-income households to a variety of healthy foods. As SNAP
clients increase their demand for local produce, small farmers will
experience an increase in their customer base.

For farmers' markets without access to a land line and electricity
necessary for the standard EBT equipment to work, the only option is to incur
the costs of purchasing wireless equipment, which 1s out of reach for most
individual farmers. Markets and farmers at low volume markets may utilize
the manual voucher process to accept SNAP benefits, however few do so.

The President’s budget request for $4 million reflects what would be
needed to equip most, if not all, farmers’ markets with EBT eguipment.
According to USDA’s Agricultural Marketing Service (AMS), 6,132 farmers'
markets were operating in the United States in fiscal year 2010, of which,
1,611 farmers’ markets and direct marketing farmers accepted SNAP benefits.
Many, if not most, farmers’ markets will implement SNAP if this funding is
made available.

Ms. Kaptur: BAs we know, individuals participating in the Supplemental
Nutritional Assistance Program often receive little fresh fruits and
vegetables. Encouraging these participants to use farmers market and to make
it cost effective for them to redeem these benefits at farmers markets
provides us with an important.

Response: Almost every American’s diet is in need of improvement.
Strategies to motivate healthier diets and reduce obesity need to address all
of us. The Healthy Eating Index (HEI) is USDA’s tool to monitor the extent
to which people’s diets conform to Federal dietary guidlines. The HEI-2005
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score, our most recent, was 58 out of a possible 100. No subgroup - SNAP
participants, eligible nonparticipants or higher income persons - had an
average score higher than 58. USDA is committed to helping all Americans
achieve healthy eating and has just issued, along with HH8, the 2010 Dietary
Guidelines.

It is a USDA priority to ensure that SNAP participants have access to
the fresh and nutritious food available at farmers’ markets. USDA looks for
opportunities to embrace farmers' market participation, and to leverage their
ability to reach potentially eligible clients, and to perform nutrition
education activities. OCur goal is to authorize an additional 200 farmers or
farmers’ markets and increase redemptions at such locations by $750,000 each
year.

The concentration of fresh and nutritious foods at farmers’ markets
helips introduce low-income households to a variety of healthy foods. As SNAP
clients increase their demand for local produce, small farmers will
experience an increase in their customer base.

Farmers’ Market Incentive Projects provide matching bonus dellars (paid
for with private funding from organizations such as the Wholesome Wave
Foundation) to SNAP and the Special Supplemental Nutrition Program for Women,
Infants and Children (WIC) clients for purchases made with program benefits.

USDA has streamlined the waiver process that farmers’ markets must
pursue to use scrip, token, or receipts at the market or to establish an
incentive program offering bonus dollars for the purchase of additional
produce with SNAP benefits. This not only simplifies the process for
farmers’ markets, but reduces the SNAP State agency reguirements.

The President’s 2012 budget proposed $4 million to support the purchase
of electronic benefit transfer (EBT) equipment for farmers’ markets. Under
regular SNAP rules, EBT equipment is provided free of charge and the expense
is shared by the SNAP State agency and FNS; however, farmers’ markets often
cannct take advantage of such equipment because it reguires electricity and a
phone line.

Ms. Kaptur: Within your existing authorities, what actions could FNS
take to ensure that wireless terminals are located at every farmers market in
the country? FNS currently subsidizes brick and mortar stores to use ebt
terminals but does not provide the same subsidy for the farmers markets. Do
you have any plans to direct states to use their existing authorities more
aggressively for this purpose?

Response: It is a USDA priocrity to ensure that SNAP participants have
access to the fresh and nutritious food available at farmers' markets.

The President’s budget requests $4 million to expand the availability
of point-of-sale terminals in farmers’ markets that do not currently
participate in SNAP because of cost barriers.

To expand the use of wireless terminals, the Food and Nutrition Service
(FNS) partners with the Agricultural Marketing Service {AMS) to encourage
farmers’ markets to apply for grant opportunities that are currently
available from AMS and elsewhere.
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FNS also reminds States that current rules specify that retallers
without the necessary infrastructure must be accommodated by an alternative
system, such as manual vouchers; however, there is no requirement that a
State agency provide special equipment, such as wireless eguipment, to any
retailer that does not have access to a telephone line and electricity.

State agencies do have the option, however, of requiring their
contracted EBT vendor or another contracted vendor to provide wireless
equipment to farmers’ markets for SNAP EBT transactions. States using this
option could be reimbursed by FNS at the 50 percent rate for allowable
administrative expenses.

FNS is also talking to the private sector to explore mobile solutions,
such as a smart phone application, that meets technical and regulatory
requirements for accepting SNAP. This new development could lower the cost
and administrative burden of procuring and maintaining a wireless terminal.
Several States have expressed interest in mobile solutions for SNAP. FNS
would support any State that wishes to pursue mobile solutions. If a State
wishes to take that step, FNS would pay 50 percent of the administrative
cost, subject to cost allocation requirements specified by law and
regulation.
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OPENING STATEMENT

Mr. KINGSTON. Mr. Under Secretary, if you guys are ready, we
are going to go ahead and start. Mr. Bishop and I are going to hold
down the fort. And one of the things that we have experienced
right now is all the subcommittees and committees are meeting all
the time.

In fact, I believe, Mr. Bishop, Mr. Issa told me that they were
doing eight committees a week, or something like that. So we are
not quite at that tempo, because we like to know what we are hav-
ing hearings on. But we do believe that it is good to start on time
and accommodate Members as they come and go. And a lot of peo-
ple will be sending in questions for the record, and so forth. So
there will be some other questions.

But let me welcome you and just say one of our major concerns,
as you know right now, is the budget. And so everything is kind
of seen through the prism of spending and what we can do better
for our mutual constituents.

And I am going to recognize Sanford Bishop, see if he has any
opening statements.

Mr. BisHOP. No opening statements, other than to just welcome
you. You are some very, very key players in the mission areas that
you serve. And of course, we look forward to hearing from you and
knowing how we can help you best fulfill those missions. They are
very, very important. The American people are depending on you
in so many ways.

And so, without any further discussion, we would like to hear
from you.

Mr. KINGSTON. And, Mr. Under Secretary, if you want to intro-
duce your panelists that will be fine, and maybe start there. And
then the floor is yours.

Mr. AvaLos. Okay. I do have an opening statement, Mr. Chair-
man. Did you want me to make that now, or

Mr. KINGSTON. Yes, yes. Whatever works for you.
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Mr. AvaLos. Okay.

Mr. KINGSTON. Do you want to highlight it? Whatever. But you
do as you feel comfortable.

Mr. AvALos. Okay. Very well, Mr. Chairman. Thank you very
much. And, Congressman Bishop, thank you. I am pleased——

Mr. KINGSTON. And I want to say something. I should have said
from the beginning I am not sure—I know that we used to have
some New Mexico pictures here. I do not know if that is one of
them, but at one time your friend, Joe Skeen, sat in this chair. And
I know that you were a constituent of his, so

Mr. AvALos. I am a little concerned you do not have any sheep
hanging anywhere.

Mr. KINGSTON. Okay. We used to have one, but Sanford and I
ripped that out and put in cotton and peanuts. [Laughter.]

Mr. AvAaLos. Well, perhaps, Mr. Chairman, I can supply you with
some pictures of New Mexico peanuts and New Mexico pecans.

Mr. KINGSTON. We will be glad to consider that.

INTRODUCTION OF WITNESSES

Mr. AvaLos. Okay. With me today, Mr. Chairman, are Rayne
Pegg, our administrator for the Agricultural Marketing Service—
AMS; Cindy Smith, our administrator for the Animal and Plant
Health Inspection Service—AAPHIS, Dudley Butler, our adminis-
trator for the Grain Inspection, Packers and Stockyard Administra-
tion—GIPSA. And they also have statements for the record, and
they will be here to answer questions.

As the President said in his State of the Union Address, “We
measure progress by the success of our people, by the jobs. By the
jobs, they can find the quality of life those jobs offer.” The Mar-
keting and Regulatory Programs—MRP agencies provide a range of
services that contribute to the success of our citizens as they com-
pete in a global environment.

MRP facilitates and expands domestic and international mar-
keting of U.S. agricultural products, helps protect the agricultural
sector from plant and animal health threats, and we help ensure
humane care and treatment of certain animals.

MRP assists agricultural producers and their management and
marketing—provide information and marketing tools. This includes
developing and overseeing national standards for the production
and handling of agricultural products labeled as organic under the
National Organic Program.

By enhancing protection of the nation’s agriculture from pest and
disease, MRP also increases the efficiency of production in domestic
and international marketing of U.S. commodities.

MRP provides oversight to protect producers from unfair com-
petition and unfair business practices.

Efforts by MRP staff have yielded results. For example, last year
APHIS helped resolve more than 100 sanitary and phytosanitary
trade issues, including opening new markets and expanding exist-
ing market access for U.S. agricultural products valued at $2.4 bil-
lion.

Domestically, APHIS has nearly eradicated the boll weevil, hav-
ing cleared it from 98 percent of the 16 million acres of U.S. cotton
in this country. GIPSA has maintained compliance of the Packers
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and Stockyards Act at a level of 80 percent. To help develop and
support market opportunities and outlets for farmers in rural
America, AMS purchased almost $1 billion in food produced by
American farmers and processors.

The 2012 budget funds the most important priorities, while exer-
cising fiscal discipline that is necessary to reduce the federal def-
icit. As the Secretary said before to this subcommittee, the budget
demonstrates the fiscal sacrifices we need to make. Now I would
like to discuss the budget requests for the MRP agencies.

For the Agricultural Marketing Service, the President’s budget
includes $98 million in discretionary appropriations so AMS may
facilitate the competitive and efficient marketing of agricultural
products. AMS programs benefit producers, traders, and consumers
of U.S. food and fiber products. The budget includes an increase of
$300,000 to maintain Farm-Bill funded reporting of organic com-
modities in our Market News Program. This is more than offset by

rogram efficiencies, and includes an overall program decrease of

700,000.

The request for the National Organic Program includes an in-
crease of about $3 million. These efforts will better insure the in-
tegrity of the organic label.

By combining the Transportation Service and Wholesale Farmers
and Alternative Market Development Program into one program,
the Agency will have more flexibility to support USDA priorities.
The total includes an increase of almost $2 million to improve ac-
cess to local and regional-produced foods.

For the Microbiological Data Program, we are requesting an in-
crease of $250,000 to enhance product sampling. Specifically, this
will allow the program to capture a larger number of imports dur-
ing the winter months.

AMS provides the Environmental Protection Agency the data
they need for pesticide risk assessments. To do so, the Pesticide
Data Program must adequately reimburse cooperating states for
their services. The budget includes an increase of $1.2 million for
state sample collection, and testing the foods and drinking water
needed by the federal program.

In the Federal State Marketing Improvement Program, AMS pro-
vides matching funds to state departments of agriculture for
projects aimed at improving market efficiency, reducing marketing
costs for producers, and lowering food costs for consumers. The
2012 budget requests an increase of $1.3 million, which will be tar-
geted for grants focused on local and regional food systems.

For Commodity Purchase Services, an increase of $882,000 in
section 32 funds is requested to enhance our efforts with the Food
and Nutrition Service’s Farm-to-School team to better link locally
and regionally-grown foods to school feeding programs.

Given the expected completion of our data management system
in 2011, a decrease of $1.1 million is included for our Country of
Origin Labeling program.

The Animal and Plant Health Inspection Service has a broad
mission that includes protecting and promoting U.S. agricultural
health, including regulating genetically-engineered organisms, ad-
ministering the Animal Welfare Act, and carrying out wildlife dam-
age management activities. The budget proposes discretionary ap-



266

propriations of approximately $837 million, a net decrease of $76
million, compared to 2011.

In general, the budget proposes a reallocation of resources from
programs that have achieved success and for those which progress
in eradication is not deemed possible at this time, to those where
success in eradication may be feasible. The budget also places
greater responsibility on cooperators, and proposes the eliminating
of about $27 million in earmarks. These are difficult choices. But
difficult choices like this allow for investments that we requested
in 2012.

For safeguarding and emergency preparedness/response, the
budget requests a total of about $758 million. The new activity
would encompass many individual items in the current APHIS
budget presentation to deal with Pest and Disease Exclusion, Plant
and Animal Health Monitoring, and Pest and Disease Manage-
ment.

For Animal Health, the budget includes an increase of $8.9 mil-
lion for animal disease traceability efforts. Capitalizing on the pre-
vious animal ID and disease eradication investments, as well as ex-
tensive outreach including a State, Tribal, and Federal traceability
regulation working group, we are developing an approach that em-
powers states and tribes to find and use the most effective means
to identify animals that are moving interstate. This line also in-
cludes an increase of $3.8 million to adequately fund veterinary di-
agnostic work at the National Centers for Animal Health.

Increases related to Plant Health would amount to $24.5 million,
of which $10 million would be utilized to control the light brown
apple moth; $2.5 million would help eradicate the European grape-
vine moth. An increase of almost $12 million is needed to eradicate
the Asian Longhorned Beetle in Massachusetts, New Jersey, and
New York.

For Wildlife Services, an increase of $1.4 million is requested to
implement a more formal safety program for our staff. For Regu-
latory Services, the budget includes an increase of $12 million for
biotechnical and regulatory activities.

An additional $3.3 million will help enforce the Animal Welfare
Act as APHIS, in response to an audit from the Office of Inspector
General, seeks to increase compliance by problematic dog dealers.

With more inspections, a greater number of referrals is expected
to be received by the regulatory enforcement program. For Animal
Welfare efforts, a $6.6 million increase is requested to enhance in-
spection activities related to dog dealers who repeat, and serious
violators of the Animal Welfare Act. Increased inspections are ex-
pected to reveal a greater number of violations which, in turn,
would be referred to the regulatory enforcement program.

An increase of almost $400,000 would help APHIS respond to
findings by the OIG, and enhance oversight of horse shows as part
of its mandate to enforce the Horse Protection Act.

The mission of the Grain Inspection, Packers and Stockyards Ad-
ministration is to facilitate the marketing of livestock, meat, poul-
try, cereals, oilseeds, and related agricultural products, and to pro-
mote fair and competitive trade for the benefit of consumers in
American agriculture. GIPSA fulfills the mission through the Pack-
ers and Stockyards Act and the Federal Grain Inspection Service.
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The budget proposes total discretionary appropriations of $44
million, including a request for an additional $2.2 million to allow
the packers and stockyards program to further bolster market pro-
tections for buyers and sellers of livestock and poultry through
greater compliance, investigative, and enforcement activities in the
field.

In closing, Mr. Chairman, the budget request for MRP supports
the President’s vision for a strong rural America, through MRP’s
contribution to the achievement of all four of USDA’s goals. It does
this while conserving taxpayer dollars. The 2012 MRP budget—dis-
cretionary appropriations—request is about a 7 percent, or almost
$70 million, decrease below the 2010 discretionary appropriations.
The request includes funding for the highest budget priorities in
the MRP mission area.

Mr. Chairman, this concludes my statement. I look forward to
working with this committee on the 2012 budget. And we are here
to answer any questions you might have.

[The information follows:]
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Statement of Mr. Edward Avalos,
Under Secretary of Agriculture for Marketing and Regulatory Programs
before the Subcommittee on Agriculture, Rural Development,
Food and Drug Administration, and Related Agencies

Mr. Chairman and distinguished members of this Subcommittee, | am pleased to
appear before you to discuss the activities of the Marketing and Regulatory Programs
{(MRP) mission area of the U.S. Department of Agriculture (USDA) and to present the
fiscal year (FY) 2012 budget proposals for the Agricultural Marketing Service (AMS), the
Animal and Plant Health Inspection Service (APHIS), and the Grain Inspection, Packers

and Stockyards Administration (GIPSA).

With me today are Rayne Pegg, Administrator of AMS; Cindy Smith,
Administrator of APHIS; and J. Dudley Butler, Administrator of GIPSA. These
Administrators have statements for the record and will answer questions regarding

specific budget proposals.

As the President said in his State of the Union address, “We measure progress
by the success of our people. By the jobs they can find and the quality of life those jobs
offer.” The MRP agencies provide a range of services that contribute to the success of
our citizens as they compete in a global environment. The MRP mission area
contributes to all four of USDA’s strategic goals: assisting rural communities to create
prosperity so they are self-sustaining, repopulating, and economically thriving; ensuring

our national forests and private working lands are conserved, restored, and made more
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resilient to climate change while enhancing our water resources; helping America
promote agricultural production and biotechnology exports as America works {o
increase food security; and ensuring that all of America’s children have access to safe,

nutritious, and balanced meals.

MRP facilitates and expands the domestic and international marketing of U.S.
agricultural products, helps protect the agricultural sector from plant and animal health
threats, and helps ensure humane care and treatment of certain animals. MRP assists
agricultural producers in their management and marketing by providing information and
marketing tools. This includes developing and overseeing national standards for the
production and handling of agricultural products labeled as organic under the National
Organic Program, among other items. By enhancing protection of the Nation's
agriculture from pests and diseases, MRP also increases the efficiency of production
and domestic and international marketing of U.S. commodities. MRP provides oversight

to protect producers from unfair competition and unfair business practices.

Efforts by MRP staff have yielded results. For example, last fiscal year, APHIS
helped resolve more than 100 sanitary and phytosanitary trade issues, including
opening new markets and retaining and expanding existing market access for U.S.
agricultural products valued at $2.4 billion. Domestically, APHIS has nearly eradicated
the boll weevil, having cleared it from 98 percent of the 16 million acres of U.S. cotton.
GIPSA maintained compliance of the Packers and Stockyards Act at 80 percent,
despite the significant financial downturn that affected all market segments. To help
develop and support market opportunities and outlets for farmers and rural America,
AMS purchased almost $1 billion in food produced by America’s farmers and

2
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processors; and supported farmers markets through an expanded searchable database,
thus providing jobs and prosperity in rural America. The number of farmers markets has
more than doubled since 2000. America’s producers have experienced a substantial
improvement in farm income as a result of AMS process verified and inspection
programs and direct sales to consumers, restaurants, schools, and other institutional
outlets. AMS strives to assist the agriculture community to meet this consumer
demand.

FUNDING SOURCES

The 2012 budget requests total budgetary authority of about $2.8 billion for the
MRP agencies, of which almost $980 million is from discretionary appropriations, almost
$1.1 billion from Customs receipts, about $400 million from fees charged to the direct
beneficiaries of MRP services, and $120 million from mandatory Farm Bill funding. For
discretionary appropriations, the President’s budget request for AMS is aimost $100
million, $837 million for APHIS, and $44 million for GIPSA. The 2012 budget funds the
most important priorities while exercising fiscal discipline that is necessary to reduce the
Federal deficit. As the Secretary said before this Subcommittee, the budget
demonstrates the fiscal sacrifices we need to make, as | will discuss later. | would like

to highlight the major activities and the budget requests for the MRP agencies.
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AGRICULTURAL MARKETING SERVICE

The mission of AMS is fo facilitate the competitive and efficient marketing of
agricultural products. AMS programs benefit producers, traders, and consumers of U.S.
food and fiber products. The Agency accomplishes this mission through a wide variety

of activities that help improve the marketing of U.S. food and fiber products.

THE 2012 BUDGET REQUEST FOR AMS
For 2012, the President's budget request for AMS proposes a program level of
about $1.4 billion, of which $98 million are discretionary appropriations; close to $1.1
billion are from Section 32 funds; $162 million are user fees; and $65 million are

mandatory Farm Bill funding. | would like to highlight aspects of the budget request:

A total of about $33.5 million for Market News. The request includes an increase

of $300,000 to maintain one-time, Farm-Bill funded reporting of organic commodities.
This is more than offset by program efficiencies, o be achieved by report modifications,
staff reductions, and closing or co-locating field offices. This request includes an overall

program decrease of $700,000.

A total of about $10 million for the National Organic Program. This request
includes a program increase of $3 million for regulatory review, enforcement, and
development of equivalency agreements. These efforts will better ensure the integrity

of the organic label.

A total of about $7.7 million for the Transportation and Market Development

Program. By combining the Transportation Services and the Wholesale, Farmers, and
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Alternative Market Development Program into the Transportation and Market
Development Program, the agency will have more flexibility to support USDA priorities.
The total includes a program increase of about $2 million to improve access to local and
regionally produced foods. This increase will allow additional projects to be undertaken,
such as exploring the potential for using farmers market facilities as product
aggregation/distribution points for local food deliveries to restaurants, retail, and

institutional clients, and assistance to beginning farmer markets.

A fotal of about $5 million for the Microbiological Data Program (MDP). This

includes a program increase of about $250,000 to enhance product sampling.
Specifically, this will allow the program to capture a larger number of imports during
winter months. | note that when the MDP shared results of positive Salmonella
detections with the Food and Drug Administration (FDA) last year, FDA performed
follow-up investigations that resulted in several limited, voiuntary recalls of affected lots
of fresh produce, thereby reducing public exposure as well as minimizing economic loss
for producers.

A total of about $16.6 million for the Pesticide Data Program (PDP). To provide

the Environmental Protection Agency the data it needs for pesticide risk assessments,
the PDP must adequately reimburse the 12 cooperating States for their services. The
budget includes a program increase of about $1.2 million for their sample collection and
testing of foods and drinking water needed by the Federal program. This request will

help maintain sampling and testing levels.

A total of aimost $3 million for the FSMIP. Under the FSMIP, AMS provides

matching funds to State Departments of Agriculture for projects aimed at improving

5
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marketing efficiency, reducing marketing costs for producers, and lowering food costs
for consumers. The 2012 budget requests an increase of $1.3 miilion for the matching
grant program. The new funding would be targeted to grants that focus on local and

regional food marketing opportunities.

A total of about $13 million for Commodity Purchase Services. This includes an

increase of $882,000 in Section 32 funds to enable AMS to work with the Food and
Nutrition Service’s Farm to School Team to better link local and regionaily grown foods

to school feeding programs.

A total of almost $9.6 million for the Country of Origin Labeling (COOL) Program.

Given the expected completion of a data management system during FY 2011, a

decrease of $1.1 million is included in the budget.

ANIMAL AND PLANT HEALTH INSPECTION SERVICE

The Animal and Plant Health Inspection Service has a broad mission that
includes protecting and promoting U.S. agricultural health, including regulating
genetically engineered organisms; administering the Animal Welfare Act; and carrying
out wildlife damage management activities. Together with customers and stakeholders,
APHIS helps protect the health of animal and plant resources which enhances market
access in the global marketplace and ensures abundant agricultural products and

services for U.S. customers.
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THE 2012 BUDGET REQUEST FOR APHIS

The budget request proposes discretionary appropriations of about $837 million.
In addition, existing user fees of about $192 million will support Agricultural Quarantine
and Inspection activities. Further, the Farm Bill provides $55 million for the National
Clean Plant Network and the Plant Pest and Disease Management Program in 2012.
The budget proposes a change from many, pest-specific lines, to a smaller number of
commodity-based lines (such as cattle, swine, field crops, and specialty crops) to
improve the agency's ability to address new threats quickly and focus resources to
achieve results. A brief description of key efforts supported by the budget request

follows.

The budget for APHIS inciudes a net decrease of about $76 million compared to
the annualized 2011 continuing resolution. In general, the budget proposes a
reallocation of resources from programs that have achieved success (e.g., cotton pests
and screwworm) and for those which progress in eradication is not deemed feasible
(e.g., emerald ash borer), to those efforts where success in eradication may be feasible
(e.g., Asian longhorned beetle, European grapevine moth, and the light brown apple
moth). The budget also places greater responsibility on cooperators, and proposes the
elimination of about $27 million in earmarks. Difficult choices like these allow for the

following strategic investments in FY 2012.

A total of about $758 million for Safequarding and Emergency

Preparedness/Response. This new activity would encompass many individual items in

the current APHIS budget presentation that deal with pest and disease exclusion, plant
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and animal health monitoring, and pest and disease management. For animal health, a
notable increase is $8.9 million for animal disease traceability efforts. Capitalizing on
previous animal identification and disease eradication program investments, as well as
extensive outreach including a State, Tribal, and Federal Traceability Regulation
Working Group, we are developing an approach that empowers States and Tribal
Nations to find and use the most effective means to identify animals moving interstate.
This line also includes a requested increase of $3.8 million to adequately fund

veterinary diagnostics work at the National Centers for Animal Health,

Increases related to plant health would amount to $24.5 million, of which $10
million would help control the light brown apple moth, and $2.5 million would help
eradicate the European grapevine moth. An increase of almost $12 million is needed to
eradicate the Asian longhorned beetle in Massachusetts, New Jersey, and New York.
The Massachusetts outbreak is the closest the pest has come to New England’s

hardwood forests.

For Wildiife Services, an increase of $1.4 million is requested related to
recommendations by an external, safety experts’ review for APHIS to implement a more

formal nationwide safety program for staff.

For Regulatory Services, the budget includes an increase of $12 million for
biotechnology regulatory activities. As the number and complexity of proposed
biotechnology products increase, additional efforts are needed to provide sufficient and
timely review, as well as increase compliance oversight and deal with related trade

issues. An additional $3.3 million would help enforce the Animal Welfare Act, as
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APHIS, in response to an audit by the Office of Inspector General (OIG), seeks to
increase compliance by problematic dog dealers. With greater efforts by inspectors, a
greater number of referrals is expected to be received by the Regulatory Enforcement

Program.

A total of almost $35 million for Safe Trade and International Technical

Assistance. An additional $1.5 million is requested to establish a dedicated program to
continue implementing the 2008 Farm Bill amendments to the Lacey Act, which are
intended to prevent the importation of products derived from illegally harvested timber in
other countries. The increase will allow APHIS to more effectively and efficiently
implement the amended Act. An additional $600,000 will be used to address the
growing number of requests by developing countries {o help strengthen their regulatory
capacity to detect and address pests and disease, thus reducing the risk of

transboundary spread via trade.

An increase of $7 million for Animal Welfare efforts. A $6.6 million increase is

requested to enhance inspection activities related to dog dealers who are repeat and
serious violators of the Animal Welfare Act. Increased inspections are expected to
reveal a greater number of violations, which in turn would be referred to the Regulatory
Enforcement Program. An increase of almost $400,000 would help APHIS respond to
findings by the OIG and enhance oversight at horse shows as part of its mandate to

enforce the Horse Protection Act.

The budget also includes several user fees proposals. One would cover the

costs of licensing and registration services for entities regulated under the Animal
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Welfare Act. Another would cover the cost of services related to regulation of
organisms and products derived through biotechnology. A third would be for license
applications related to veterinary biological products. This latter fee would allow the

program to provide more timely services fo license applicants.

GRAIN INSPECTION, PACKERS AND STOCKYARDS ADMINISTRATION

GIPSA’s mission is to facilitate the marketing of livestock, meat, poultry, cereals,
oilseeds, and related agricultural products and to promote fair and competitive trade for
the benefit of consumers and American agriculture. GIPSA fulfills this mission through

the Packers and Stockyards Program (P&SP) and the Federal Grain Inspection Service.

THE 2012 BUDGET REQUEST FOR GIPSA

The budget proposes a program level of about $94 million, of which
approximately $50 million is from existing inspection and weighing user fees. Of the
discretionary appropriations request of about $44 million, about $18 million is devoted to
the grain inspection service activities including standardization, compliance, and
methods development activities and approximately $26 million to the P&SP. The
budget includes a request for an additional $2.2 million to allow the P&SP to further
bolster market protections for buyers and sellers of livestock and poultry through greater
compliance, investigative, and enforcement activities in the field. Increased funding
would enable GIPSA to perform approximately 500 additional inspection and
compliance reviews per year and increase detection of Packers and Stockyards Act
violations. This increased oversight is expected to prevent violations and protect about

8,400 additional livestock sellers and pouitry growers.

10
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The budget aiso includes proposals to collect fees to cover the costs for the

development of grain standards and the costs of the Packers and Stockyards Program.
CONCLUSION

In closing, the budget request for MRP supports the President’s vision for a
strong rural America through MRP's contribution to the achievement of all four of
USDA's strategic goals. it does this while conserving taxpayer dollars—the 2012 MRP
discretionary appropriations request is about 7 percent, or aimost $70 million, below
2010 discretionary appropriations. The budget request includes funding for the highest

budget priorities for the MRP mission area.

This concludes my statement. | look forward o working with the Subcommittee
on the 2012 budget and will be glad to answer questions you may have on these budget

proposals.

11
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ANIMAL AND PLANT HEALTH INSPECTION SERVICE
Statement of Cindy J. Smith, Administrator
Before the Subcommittee on Agriculture, Rural Development,
Food and Drug Administration, and Related Agencies

Mr. Chairman and distinguished members of this Sub-committee, I appreciate the opportunity to
appear before you on behalf of the dedicated and hard-working men and women of our Agency
to discuss the United States Department of Agriculture's priorities for the Animal and Plant
Health Inspection Service (APHIS) and to provide you with an overview of our Fiscal Year (FY)

2012 budget request.

APHIS is committed to working with States, Tribal Nations, farmers, ranchers, and private
citizens to address the animal and plant pest and disease challenges that affect U.S. agriculture,
including our natural resources, and its ability to feed, clothe, and provide fuel for Americans
and the world. Our programs support the Secretary’s goals of assisting rural communities to
create prosperity so they are self-sustaining, repopulating, and economically thriving; ensuring
our national forests and private working lands are conserved, restored, and made more resilient
to climate change, while enhancing our water resources; helping America promote agricultural
production and biotechnology exports as America works to increase food security; and ensuring

that all of America’s children have access to safe, nutritious, and balanced meals.
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With the need to address the national debt, we know we have a responsibility to the
American taxpayers to account for what we spend, focus on the highest priorities, eliminate
waste, and accomplish our mission more efficiently. With this in mind, we have taken a hard
look at our programs and the APHIS budget and identified areas where we can do things
differently. The budget achieves savings through a variety of means. We are proposing
responsible reductions, including decreases for activities where eradication campaigns have been
successful, such as cotton pests, pseudorabies, and screwworm, and for pests and diseases where
eradication is not likely, such as tropical bont tick and sirex. Savings are also possible in the
avian health program without affecting overall performance. Further, the budget achieves other
savings by acknowledging the role of the producer to engage in best management practices to
reduce certain diseases, such as Johne’s Disease. These savings allow us to propose increases
for selected pests, including the light brown apple moth and the European grapevine moth, We
are also proposing a plan to restructure the APHIS budget to provide opportunities for flexibility

and efficiency over the long term.

I am proud of the hard work done by APHIS employees and would also like to report on just a
few of our accomplishments of the past year. A year ago at this time, Secretary Vilsack
announced a new approach to animal disease traceability to better position the United States in
preventing disease from spreading and eradicating disease where it exists by quickly tracing
infected and exposed animals. This new approach directs more responsibility to the State and
Tribe levels, and it offers basic, low-cost animal identification options that are well supported by
most sectors of the animal agriculture industry. It also focuses on results rather than on

prescribed methods. We have taken deliberate and transparent steps towards implementing a
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new framework for animal disease traceability based on these principles. We conducted
extensive outreach to help develop the content of the program and convened a State, Tribal, and
Federal Traceability Regulation Working Group. The new framework will focus on where the

impact of disease spread is the greatest—animals moving interstate.

The new framework for animal disease traceability is also designed to capitalize on previous
investments. APHIS has a well-functioning information technology system for animal disease
traceability, This year we initiated several updates to incorporate the principles of State- and
Tribal-owned data and to give States and Tribes more options for data management. For
example, the premises information repository, which previously centralized the records of all
producers, is being changed to allow States and Tribes to store only the information they prefer.
We are also continuing communication with farmers and ranchers through our Community
Outreach Partners, which include representatives from the livestock industry, State and Federal
disease traceability staff, and Tribal Nations. We anticipate publishing a proposed rule on the
animal disease traceability program this spring and look forward to continuing to work with this
Committee, our State and Tribal partners, and farmers and ranchers in implementing a system

that will enhance our emergency preparedness while preserving flexibility.

We have reached a major milestone in our ongoing effort to prevent the screwworm, a parasite
that once caused hundreds of millions of dollars in damage to American livestock and other
warm-blooded animals, from entering the United States. Our new sterile-fly rearing facility in
Panama is fully operational, thanks to the continuing support of this Sub-committee. We can

now more efficiently and effectively maintain a permanent barrier against the pest in southern
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Panama. American ranchers have never before had such protection from the losses and higher
prices screwworm damage once caused, which also benefits the consumers they feed in the
United States and around the world. In FY 2010, we took another step toward eradicating boll
weevils from the United States, once the scourge of cotton farmers from Virginia to Georgia and
from Louisiana to Texas. We have now eradicated this pest from 98 percent of the 16 million
acres of U.S. cotton. This has truly been a result of a great partnership among the Federal
Government, States, and cotton farmers. And not only will cotton farmers and consumers
benefit; eradicating boll weevils has led to a dramatic reduction in pesticide use, something that

will benefit the environment and all Americans.

We have continued working towards eradication of the Asian longhorned beetle (ALB) from
New York, New Jersey, and Massachusetts. The ALB program helps conserve our trees in
national forests, timber and syrup producing lands, and homeowners’ yards. In New York, the
program expects to eradicate the Islip infestation this year. Activities in Manhattan have ended
except for a final confirmation survey, which will conclude in FY 2013, In FY 2010, surveys
revealed just one infested tree in New York. This tree was in Brooklyn and was removed

promptly.

In July 2010, APHIS and Massachusetts State officials confirmed an infestation in Boston
involving six trees. The program removed the infested trees and surveyed more than 33,000 host
trees within a half-mile radius of the detection. While surveys are still ongoing outside this half-
mile, it appears that this outbreak was limited to those six trees. The early detection of this

outbreak was the result of an extensive outreach campaign following the detection of a much
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larger infestation in the Worchester area of Massachusetts in FY 2008. This early detection and
immediate response limited the spread of the infestation and prevented significant damage to
Boston’s urban canopy. APHIS and cooperators are continuing to address the Worchester

outbreak and made progress in completing delimiting surveys.

APHIS and its State and industry partners have done significant work both internationally and
domestically to address the risk of avian influenza and reduce its effects on the economy and
public health. APHIS’ efforts internationally to assist regions affected by H3N1 highly
pathogenic avian influenza have lessened our risk of disease spreading from overseas to the
United States. Domestically, APHIS has worked cooperatively with State animal health officials
and the poultry industry to protect against the introduction of highly pathogenic avian influenza
in the United States by conducting surveillance in wild and commercial bird populations and

testing emergency response capabilities.

APHIS also addressed severe grasshopper outbreaks in 10 Western states during FY 2010,
protecting more than 2 million acres from damage. While grasshoppers are native to the western
United States, their populations can reach outbreak levels under the right conditions and damage
rangeland and forage for livestock. The 2010 outbreaks were not as widespread as initially
predicted, but certain areas experienced severe problems, particularly in Montana and Wyoming.
One rancher in Montana remarked that the APHIS program “not only assisted us by eliminating
grasshoppers in our grazing pasture, but allowed us to be profitable in our grass crop.” Another,
who had to provide a $20,000 cost share for the treatments, told the APHIS grasshopper program

manager that it would have cost him $200,000 if he had to buy hay for his cattle. Our ability to
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conduct treatments prevented economic hardships for numerous ranchers last year and, by
reducing reproducing grasshopper populations, will likely prevent outbreaks from occurring in

FY 2011 in areas where we conducted treatments.

We continue to support our farmers and producers” ability to export their products, an important
source of income for our farmers. Last fiscal year, APHIS helped resolve 108 sanitary (animal)
and phytosanitary (plant) issues involving U.S. agricultural exports, including opening new
markets and retaining and expanding existing market access for U.S. agricultural products valued
at $2.4 billion. These export accomplishments include opening new markets for a variety of U.S.
products, such as soybean oil to China (worth $340 million) and swine to Canada (worth $5
million). We also retained key markets around the world for products like grain to Mexico
(worth $425 million} and pet food products to Russia (worth $11 million). APHIS attachés
successfully obtained the release of more than 300 individual shipments of U.S. agricultural
products worth more than $48 million. Examples of these shipments include apples to Mexico
worth $200,000, pet food to Taiwan worth $434,000, almonds to Turkey worth $978,000, among

others.

Our FY 2012 budget request reflects USDA’s priorities and our review of programs where, even
in the current budget climate, we have a need to focus our support on targeted investments that
are critical to long-term economic growth and job creation. The total request is $837.4 million,

which is a net decrease of $72 million from the FY 2011 Budget.
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In accordance with the Secretary’s priority to expand opportunities to develop and trade safe
biotechnology-derived products, we are requesting an increase of $12.072 million for our
Biotechnology Regulatory Services program (for a total funding level of $25.135 million), which
uses a science-based regulatory framework to allow for the safe development and use of
genetically engineered (GE) organisms. APHIS has evaluated and granted non-regulated status
to 81 GE organisms, allowing seed companies to commercialize them and give American
farmers a variety of choices in what types of crops to plant. However, the rapid adoption and
broad use of agricultural biotechnology has brought on a tremendous growth in APHIS®
workload, slowing down the Agency’s ability to keep pace with petitions for deregulation and
new developments in the industry. This increase will support the development of robust risk and
environmental analyses, expand the program’s compliance oversight, and improve policy

development related to coexistence between GE, conventional, and organic sectors.

The United States is the leader in the international agriculture community and must act
accordingly as situations arise. In this regard, APHIS is poised to focus on capacity building
efforts abroad to ensure our current and potential trading partners have secure agricultural
regulatory systems that mirror the strength of the U.S. system. We are requesting an increase of
$600,000 in our Overseas Technical and Trade Operations Program (for a total of $20.776
million). By strengthening their regulatory capacity, these countries will be better able to detect
and address pests and diseases in their own regions aﬁd prevent them from spreading elsewhere.
These efforts will help countries produce safe and affordable food, curbing hunger worldwide, as

well as reducing the likelihood that unsafe products may be exported to the United States.
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In another effort to show leadership in the world community and help prevent illegal logging on
an international scale, Congress amended the Lacey Act through the 2008 Farm Bill to make it
illegal to import plants taken or traded in violation of domestic or international laws, We are
requesting an increase of $1.5 million to enhance our ability to implement these new provisions
of the Lacey Act (for a total of $1.5 million), through the hiring of dedicated staff and the

development of a web-based system to collect required import declarations.

To protect our trees in national forests, timber and syrup-producing lands, and homeowners’
yards, we are requesting an increase of $11.97 million for the Asian Longhormed Beetle (ALB)
program (for a total of $44.491 million). While we made progress in FY 2010 in delimiting the
Worchester outbreak in Massachusetts, we need additional resources to handle this outbreak,
which is the closest the ALB has come to New England’s valuable hardwood forests, while
ensuring that we can finish the job in New York and New Jersey. The forests in Massachusetts
alone provide $3 billion worth of ecosystem services {such as storm water mitigation, climate
change mitigation, soil retention, protection of fresh water supply, and aesthetics) annually. The
annual contribution of forest-based manufacturing and forest-related tourism and recreation to

the economies of New York and New England is $19.5 billion.

QOur nation’s specialty crops farmers play a key role in providing healthy and nutritious food for
Americans, especially our children. To support USDA’s goal of ensuring that all of America’s
children have access to safe, nutritious, and balanced meals, APHIS conducts a variety of
programs aimed at controlling damaging pests and diseases that attack fruit and vegetable crops.

We are requesting increases to ensure that we can deal with two of these pests effectively: $2.5
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million for the European Grap_evine Moth (EGVM) program (for a total of $2.5 million) and $10
million for the Light B.rown Apple Moth (LBAM) program (for a total of $11.008 million).
Working with our partners in California and using emergency funding, we have contained the
damage caused by these two pests, and we are requesting increases to sustain these programs and
protect the progress we’ve made thus far. We acknowledged the concerns California residents
had over the initial plan to eradicate LBAM and took the lessons to heart as we developed our
EGVM program, which relies on affected growers to control the pest in their fields. As the
EGVM program enters its second year, we are committed to reaching out to all who will be
affected and gaining their support. With this increase, as well as the FY 2011 emergency CCC

transfer, we will continue regulatory activities for the pest within our annual appropriations.

With the financial support of this Committee, we are very proud to be in the new National
Centers for Animal Health (NCAH) facilities. Our National Veterinary Services Laboratories
provide rapid diagnostic services in these state-of-the-art laboratory facilities. Rapid diagnosis is
crucial to determine whether a suspect sample does indeed represent a new disease occurrence,
so we can take immediate action when necessary, or if disease is not present, so we can reassure
nervous markets. To ensure that the important diagnostic work remains fully funded, we are
requesting an increase of $3.843 million for increased recurring utility and other basic facility

operating costs in the new NCAH (for a total funding level of $33.211 million).

Like rapid diagnostics, the rapid identification of an outbreak and the ability to trace its spread
through diseased and exposed animals is crucial to our emergency preparedness efforts. Asl

mentioned earlier, we have made great progress toward developing a new framework for animal

9
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disease traceability that addresses the concerns of a wide variety of stakeholders and those of
Congress. We are requesting an increase of $8.85 million (for a total of $14.15 million) to
maintain the current level of infrastructure and to continue the progress the program has made
thus far. Implementing the traceability system will enable U.S. animal product exports to remain
competitive in the global market place as trade requirements increasingly demand such a system.
1t will also help ranchers and farmers who do not export by limiting the cost, scope, and duration

of quarantine restrictions when outbreaks occur.

In addition to agricultural animal and plant health efforts, APHIS is mindful of and continues to
focus on our animal welfare responsibilities. We are requesting increases of $6.608 million for
the Animal Welfare program (for a total of $28.587 million) and $3.292 million for the Animal
and Plant Health Regulatory Enforcement program (for a total of $17.275 million) to enhance
inspection and enforcement activities refated to dog dealers who have committed repeat and
serious violations. These increases will allow APHIS to address the audit on dog dealers
conducted by USDA’s Office of Inspector General and implement the Animal Welfare
Enforcement Plan developed in response to the audit findings. We are also requesting an
increase of $391,000 for the Horse Protection program (for a total of $891,000). This increase
supports our ability to increase the number of horse shows our inspectors can attend, which we
must do to move closer to the goal of eliminating the cruel practice of soring in the show horse

industry.

While working to fulfill our mission of protecting the health and value of U.S. agriculture, we

cannot forget our responsibility to protect our own employees during the course of their

10
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workday. Our Wildlife Services employees engage in activities while carrying out their duties
using equipment and materials that pose some inherent safety hazards. Accidents involving
aviation, firearms, pyrotechnics, and water in 2006 and 2007 highlighted the need for the Agency
to reassess safety policy and procedures, and we conducted a nationwide safety review with the
help of outside experts. Our budget includes an increase for the Wildlife Services Safety
Program, an initiative to implement a formal, nation-wide safety program and ensure a safer
environment for our employees. We are requesting an increase of $1.362 million and a
redirection of $638,000 from other program activities (for a total funding level of $2 million) to

implement recommendations from the safety review.

Although APHIS is proposing several substantial increases in FY 2012, we are offsetting these
with reductions. It is clear in the current budget climate that we have to make some tough
choices and propose responsible reductions. Our FY 2012 budget proposes to eliminate or
reduce funding for a variety programs where we’ve detelmined that we cannot be successful;
eliminates funding for earmarks; increases, where appropriate, the levels of State cost-sharing;
and reduces funding for programs where success makes such reductions appropriate. For
example, the success we have achieved in our screwworm, cotton pests, and avian influenza

programs allows for a combined reduction of nearly $34 million.

Additionally, our FY 2012 budget request is submitted for the Committee’s review in a new,
more flexible structure. APHIS currently receives its funding through 45 individual items.
Many of these items are associated with a specific animal or plant pest or disease, which restricts

the Agency's ability to adjust rapidly or efficiently to new or emerging situations. The rapid

11



290

speed of commerce and globally connected markets require increased flexibility in Federally-
coordinated responses to new agricultural threats. Changing to a commodity-based structure
(such as cattle, and trees and wood) for many programs would: (1) improve APHIS' ability to
address new and emerging issues quickly, and (2) allow the Agency to maximize its use of
existing resources by focusing resources within similar programs to address the most significant
problems and achieve the most significant results. It also would provide a more transparent,
comprehensible arrangement of programs now in 29 line items whose consolidation would result

in improved business practices and overall long-term savings - a priority for our Nation.

APHIS’ mission of safeguarding United States agriculture is becoming ever more critical.
Healthy plants and livestock provide abundant and affordable food for all Americans, increase
our market potential internationally, and thus contribute to a healthy U. S. economy. On behalf
of APHIS, I appreciate all of your support and look forward to a continued, productive working

relationship in the future. T would be glad to answer any questions you may have.

12
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AGRICULTURAL MARKETING SERVICE
Statement of Rayne Pegg, Administrator

before the Subcommittee on Agriculture, Rural Development,
Food and Drug Administration, and Related Agencies

Mr. Chairman and Members of the Subcommittee, I am pleased to have this opportunity
to present the fiscal year 2012 budget request on behalf of the Agricultural Marketing Service
(AMS). Through a broad array of programs that help agricultural marketing function effectively,
AMS programs primarily support two USDA strategic goals—we assist rural communities to
create prosperity so they are self-sustaining, repopulating, and economically thriving; and we
help to ensure that all of America’s children have access to safe, nutritious, and balanced meals.
This budget request is designed to advance these goals. But before I describe our budget
proposals, I would like to briefly highlight our mission, partnerships, and some recent
accomplishments.

AMS MISSION

AMS’ mission is to facilitate the competitive and efficient marketing of agricultural
products. Under the authority of more than 50 statutes, we accomplish this mission through
partnerships with state agricultural agencies, local and Tribal governments, other Federal
agencies within and outside of USDA, and with agricultural producers and others along the
marketing chain.

AMS marketing programs work to improve the movement of agricultural commodities
from the producer to the consumer. We analyze marketing methods and transportation
situations, provide information to the agricultural industry and policy makers, and administer

grants to improve farmers markets and other regional marketing and market facilities, as well as
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grants that support the marketing of fruit, vegetables, and other specialty crops. AMS also
oversees the activities of agricultural commodity groups that have established legislatively-
authorized “self-funded” promotion and research programs to ensure that they stay within
Federal guidelines.

Other AMS programs help facilitate fair trading by monitoring and enforcing labeling
where buyers depend on accuracy—on country of origin for a large number of commodities, on
organically-produced agricultural products, and on seed in interstate commerce. Our Perishable
Agricultural Commodity Act Program assists the produce industry with financial recourse. And,
at the request of interested parties, our grading and audit verification programs certify and
document agricultural commodities by grade, marketing claim, or contractual requirements,

AMS programs that support government-wide efforts to improve food security and
children’s nutrition in the U.S. do so by periodically reviewing shell egg handling; generating
data on pesticide residues in water and foods, and on microbial levels in produce; and providing
quality products through our purchases of foods that are distributed through the Food and
Nutrition Service’s (FNS) nutrition assistance programs.

FY 2010 ACCOMPLISHMENTS

I want to highlight a number of fiscal year 2010 accomplishments, especially in our
Market News, Transportation and Market Development, National Organic, Country of Origin
Labeling, Pesticide and Microbiological Data, Marketing Agreements and Orders, and
Commodity Purchase programs.

Market News — Market News information assists agricultural producers and marketers to
make critical daily decisions, enhancing competitiveness and helping to increase the efficiency
of agricultural marketing systems. AMS' Market News program collects, analyzes, and

disseminates current market information—including supply, movement, contractual agreements,
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inventories, and prices—on cotton, dairy products, eggs, produce, poultry, meat, livestock, and
grains. During 2010, we made a number of improvements in information access for our
customers,

In January 2010, we launched a new Mobile Report subscription service for customers to
receive condensed highlights from some of our most utilized reports via text messaging on their
cellular phone or mobile device. We also improved customer access to historical retail market
information through the Market News Portal. The addition of retail data to the Portal has been
requested by many buyers, sellers, retailers, researchers, and consumers.

In July 2010, we launched a Cattle Dashboard to improve the presentation of livestock
market information collected under the Mandatory Price Reporting Act. The Cattle Dashboard is
a data visualization tool designed to allow users to see weekly volume and price information on
direct slaughter cattle presented in interactive graphs and tables that can be customized for
viewing and downloaded for use.

The Mandatory Price Reporting Act of 2010 provided additional direction for our Market
News program by reauthorizing livestock mandatory reporting for five years, directing the
Secretary to engage in negotiated rulemaking on mandatory wholesale pork reporting, and
requiring implementation of an electronic reporting system for mandatory dairy product
information reporting.

AMS expanded organic market reporting with funds provided in the 2008 Farm Bill in
response to a growing market need for price information. In 2010, we reported daily prices on
more than 235 organic products, added an Organic Dairy Report, and published the first Annual
Organic Cotton Market Report. Additional modifications made to the database and portal in

2010 will allow customers easier access to organic market data by early in 2011.
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Transportation and Market Development — AMS works to improve distribution of U.S.

agricultural products by conducting studies and providing technical assistance to the industry on
transportation issues and marketing improvements, alternatives, and opportunities.

Agriculture is the largest user of freight transportation in the U.S.—AMS serves as the
advocate for the agricultural industry on transportation issues. In 2010, AMS completed a
comprehensive Study of Rural Transportation Issues, This major report on agricultural
transportation in the United States, the first ever of this magnitude, was delivered to Congress in
April 2010, As required by the 2008 Farm Bill, the study analyzed the movement of agricultural
products, domestically produced renewable fuels, and domestically produced resources for the
production of electricity for rural areas of the U.S., and economic development in those areas.
The report examines major issues facing agricultural transportation, including deregulation of the
rail industry, funding for inland waterways and highways, availability of ocean containers and
vessel capacity, and infrastructure for biofuel transportation.

Also during 2010, AMS completed separate reports on the importance of the waterway
system to agriculture, tools on bioenergy and biofuels, plus a number of reports and projects that
support agricultural exports such as the Marine Container Availability Pilot Project. To facilitate
discussion of rail, truck, and ocean transportation issues, we held agricultural shipper workshops
for U.S. exporters in five cities across the country—Minneapolis, Seattle, Modesto, Boise, and
Atlanta.

Our market development activities for fiscal year 2010 included projects and studies on
farmers markets and other direct marketing, and on facilities design. The updated 2010 USDA
National Farmers Market Directory, available on the USDA website, now lists more than 6,100

farmers markets operating in the U.S., up 16 percent from 2009, and includes new mapping
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features useful to application designers, programmers, researchers, and others to access and use
the Directory’s rich data set in new ways. As an example, a CNN series on healthy eating that
aired in September included a feature segment using the new features and incentives for visiting
farmers markets via the geo-locating mobile application Foursquare. To make it easier for
market managers to include their markets in the Directory, we established a new electronic
submission system. We also conducted and published other farmers market and direct marketing
studies such as Low and Mixed-Income Farmers Markets, and Impacts of Consumer
Demographics on Target Marketing Effectiveness at Farmers Market. To support small and
mid-sized farmers, we conducted a National Study of Small-Scale Direct Distribution Models
which will result in a “best practices and lessons learned” resource guide.

AMS provided technical assistance on facilities design projects in Santa Fe, New
Mexico; Chester and Charleston, South Carolina; Selma, Alabama; and Dallas, Texas; as well as
projects of nationwide interest. To capitalize on these efforts, we conduct numerous outreach
and educational exchanges with constituents and project partners on program resources, technical
assistance, and research findings. In addition, we lead activities on regional food hubs that can
support USDA’s Know Your Farmer, Know Your Food activities.

Our Transportation and Market Development Program administers the Farm Bill-funded
Farmers Market Promotion Program (FMPP), which provides grants to eligible entities to
establish, improve and expand farmers markets and other direct producer to consumer market
strategies. In fiscal year 2010, FMPP funded 81 projects in 35 States, including 27 new
electronic benefits transfer projects. AMS program personnel provided technical assistance and

engaged with constituents at grant-writing workshops and conferences across the country.
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National Organic Program (NOP) - AMS’ National Organic Program develops,

implements, and enforces national standards governing the production, handling and labeling of
agricultural products sold as organic. NOP accredits certifying agents--private businesses,
organizations, and state agencies--who are then authorized to certify producers and handlers of
agricultural products according to NOP regulations. NOP also evaluates and establishes
agreements with foreign governments, and works with the National Organic Standards Board.

NOP published the long-awaited access to pasture rule in February, 2010. This rule
establishes enforceable pasture practice standards to satisfy consumer expectations by clarifying
feed and living conditions for livestock production that qualifies their milk and meat for USDA
organic certification.

In March 2010, USDA’s Office of Inspector General published an audit report on NOP
which recommended that the program improve oversight of certifying agents and operations and
streamline enforcement procedures. In response to the audit, USDA has reached agreement on
all recommendations and has taken action on all but one of the fourteen recommendations. NOP
streamlined internal programs and procedures and strengthened Federal oversight and
enforcement. To align the program’s accreditation program with intemational requirements
outlined in ISO 17011, NOP developed a quality management system and a Quality Manual, and
initiated a peer review process to have NOP’s accreditation program assessed by the National
Institute of Standards and Technology for compliance with that international standard.

NOP developed guidance documents and training to improve consistency and uniformity
in the application of NOP standards. NOP published a Program Handbook in September, 2010,
that provides guidance to organic producers, managers, and certifiers in complying with the

National Organic Program (NOP) regulations. The Handbook includes interpretations of NOP
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statutory or regulatory requirements; instructions for certifying agents and certified operations
about best practices for conducting business related to certification, accreditation, international
activities, and compliance and enforcement; and formal communication to public audiences on
existing NOP policy regarding a specific regulatory requirement. The program intends to expand
the Handbook over time by issuing draft guidance on additional topics, soliciting public
comment, and finalizing new guidance for inclusion in the Handbook. In October, 2010, NOP
issued draft guidance documents that address recommendations issued by the OIG, including
compost and vermicompost in organic crop production, wild crop harvesting, outdoor access for
organic poultry, commingling and contamination prevention in organic production and handling,
and use of chlorine materials in organic production and handling. NOP developed new training
seminars on liquid fertilizers, access to pasture, adverse action procedures, labeling, certification,
complaint handling, wine labeling, and enforcement procedures, and provided training in five
states and two countries. A new complaint database will improve tracking and handling of
complaints to ensure they are addressed in an effective and timely manner. These activities
should help to assure consumers that organic products consistently meet Federal standards and
regulations.

Recognition agreements allow foreign governments to accredit agents in their country to
certify organic products to the NOP standards, reducing the NOP resources needed to ensure
compliance of products from these countries. During 2010, the program conducted on-site
reviews of recognition agreements currently in place with the governments of Denmark and
Israel.

NOP equivalence agreements and export arrangements facilitate exports of organic

products. NOP has an equivalence agreement with Canada so that products produced and
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certified to either country’s organic standards may be sold as organic in both countries (provided
specific requirements are met), and export arrangements with Japan and Taiwan.

Country of Origin Labeling (COOL) — Labeling on all commodities covered by the
Country of Qn'gin Labeling Act became mandatory for retailers on September 30, 2008, and the
final rule took effect in March 2009. AMS is responsible for the regulations, training, formal
complaint actions, retail reviews, supply chain audits, and developing educational materials for
COOL requireménts. In-store retail surveillance reviews are conducted by approximately 500
certified state employees under cooperative agreements with AMS. During FY 2010, we
conducted 8,363 retail reviews and audited 200 products through the chain of commerce.

To facilitate the collection and analysis of all the information collected during reviews
and audits, we initiated development of an automated database system for use by State and
Federal employees. The database is scheduled for completion by the end of 2011.

Pesticide and Microbiological Data Collection - AMS collaborates with the

Environmental Protection Agency (EPA) and the Food and Drug Administration (FDA) to gather
accurate data on pesticide residue in foods and microbial levels in produce. The Pesticide Data
Program (PDP) generates, reports, and maintains a national database on pesticide residues in the
food supply, with an emphasis on foods highly consumed by infants and children. Cooperating
State agencies (and other Federal agencies) collect and test samples of fresh and processed fruits
and vegetables, grains, nuts, meat, poultry, fish, dairy products, honey, and water,

In 2010, the program added four new commodities—cabbage, cilantro, eggs, and
mangoes—and reintroduced previously tested commodities to determine if there were

measurable changes in the residue profile. In total, the program tested about 12,800 samples
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from 27 different commodities and water—including fruit and vegetable crops, catfish, and
eggs—for more than 400 pesticides and their metabolic products.

The Microbiological Data Program (MDP) tests samples of domestic and imported fresh
fruits and vegetables to monitor for microbial contamination and foodborne pathogens frequently
associated with foodbomne illness (e.g., Salmonella and E. coli). MDP’s continuous produce
monitoring helps to identify trends which inform USDA, FDA, and CDC efforts, MDP consults
with FDA and CDC to identify the commodities and pathogens to test, and shares the data with
those agencies on a regular basis. During 2010, MDP notified FDA/CDC of Salmonella positive
detections in fresh produce samples that resulted in FDA action (trace-back, compliance, or
recall) on at least seven occasions. MDP has been working to tighten microbiological sampling
and testing requirements/protocols so that the information collected can be used to help address
food safety concerns. New procedures are designed to improve communication among
responsible Federal and State agencies and shorten response time. MDP data is loaded into
CDC’s PulseNet database for use in outbreak investigations and cooperating MDP laboratories
are members of FDA’s Food Emergency Response Network (FERN). Prompt action by MDP
helps to reduce the scope of outbreaks and limits the economic impact on growers.

National Marketing Agreement for Leafy Greens - In 2010, AMS reviewed more than
5,000 pages of evidence conveyed in a series of hearings held in seven cities during 2009 on a
proposed national marketing agreement for leafy green vegetables. AMS provides regulatory
oversight for Federally-authorized self-help programs that are proposed, conducted, and funded
by agricultural producer groups to address a range of marketing issues. The marketing
agreement proposal was submitted in June 2009 by a nationwide coalition of U.S. produce

industry representatives as a voluntary response to recent foodborne illness outbreaks. The
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marketing agreement is intended to help minimize the risk of food-borne contamination in
cabbage, lettuce, spinach, and other vegetables defined as “leafy greens.” If warranted, USDA
will issue a proposed marketing agreement which will be subject to an additional period of
public comment.

Commodity Purchase Management System —~ AMS purchases food commodities that are
distributed through FNS’ nutrition assistance programs. In December 2010, USDA completed
development of the Web-Based Supply Chain Management System (WebSCM) and began
transferring operations into the new system which is vital to mission delivery. Five Federal
agencies (AMS, FSA, FNS, FAS, and USAID) use this system to track procurement, delivery,
and management of 4.5 million tons of food-—more than 200 commodities—purchased by
USDA and distributed through FNS’ child nutrition and other USDA food assistance programs.
Deployment of the new system began in June 2010 and will continue during 2011 in a phased-in
implementation to minimize the risk inherent in system conversion. The final phase of
functionality will be deployed April 1, 2011.

FY 2012 BUDGET PROPOSALS

Our fiscal year 2012 budget trims program costs where feasible and focuses resources
where they are needed to support USDA priorities. For fiscal year 2012, AMS requests a total of
$95.6 million for Marketing Services, which includes cost savings in our Market News and
Country of Origin Labeling programs. We are also requesting a total of $2.6 million in matching
grant funds for the Federal-State Marketing Improvement Program (FSMIP).

The budget request includes $33.5 million for Market News, a net decrease of
$700 thousand, which will be accomplished by implementing efficiencies in fiscal year 2012
such as field office and report consolidations. This funding level, added to the remaining 2008

Farm Bill funds, will enable the program to continue expanded reporting of organic production
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and distribution markets through fiscal year 2012. In addition, the program will continue
negotiated rulemaking to expand mandatory price reporting to include wholesale pork cuts and
developing the capability to implement electronic dairy mandatory reporting based on the
livestock reporting system.

The Country of Origin Labeling program budget of $9.6 million will continue to support
Federal program activities and retail reviews by State cooperators. The budget savings of $1.1
million in the COOL program reflects a decreased information technology investment due to
expected completion during fiscal year 2011 of the automated data management system,

The Marketing Services budget request includes additional resources to support regional
economies through the National Organic Program and the Transportation and Market
Development Program.

Increasing the National Organic Program budget by $2.9 million, to $9.9 million, will
accelerate the review and development of NOP regulations and increase enforcement to improve
compliance with labeling regulations to better meet industry and consumer expectations. This
resource level will also enable the program to respond to requests for international equivalency
agreements, supporting domestic producers and facilitating exports of agricultural products.

The requested budget level will enable NOP to address rulemaking recommended by the
National Organic Standards Board for at least six new areas of organic production, the remaining
regulatory concerns identified in the 2010 OIG audit report, and petitions from organic farmers
and handlers for inclusion of materials on (or removal from) the National List of Allowed and
Prohibited Substances, which require technical reviews. NOP will be able to investigate and
address complaints of noncompliance (which have increased with production volume) within a

reasonable amount of time by reducing the backlog of complaints by 20 percent per year,
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develop a centralized and uniform electronic reporting database that will provide more timely
information on certification activity in the organic industry, and conduct the detailed program
comparisons required before equivalency agreement negotiations can begin with the seven
governments that have expressed interest. |

For AMS’ Transportation and Market Development Program, we request a funding level
of $7.7 million, a $1.9 million increase. This is an ideal time for agricultural producers to
capitalize on an increasing demand by consumers for access to locally-grown products. Sales to
consumers, restaurants, schools, and other institutional outlets through direct marketing channels
such as farmers markets and community supported agriculture (CSA) operations offer a
substantial improvement in farm income. Additional resources will enable AMS to develop new
program activities that specifically focus on outlets for local and regional products such as
regional food hubs, new types of CSAs and buying clubs, and existing markets as
aggregation/distribution points for food deliveries to local institutions. These initiatives, added
to ongoing program efforts, will help to create jobs and meet increased demand for access to
locally grown produce by strengthening the critical connection between farmers and consumers.
To address related transportation issues, AMS will work with academic research institutions to
conduct case studies on regional transportation options to assist producers with accessing local
food markets by providing a better understanding of regional transportation pricing and service
options.

The Federal-State Marketing Improvement Program (FSMIP) will also help to
accomplish local and regional market initiatives. The Payments to States and Possessions
request for $2.6 million, a $1.3 million increase, will allow AMS to focus FSMIP grant funds on

local and regional food marketing initiatives that are of practical use to the agricultural industry.
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FSMIP offers competitive matching grants to State Departments of Agriculture or similar State
agencies that encourage research and innovation; improve agricultural marketing efficiency; and
develop more efficient post-harvest and packaging methods, electronic marketing, and product
diversification. FSMIP puts resources directly into rural communities nationwide, which
stimulates rural economies. These projects often serve as catalysts for new initiatives that
improve farm income and consumer welfare.

To help to ensure that America's children have access to safe, nutritious, and balanced
meals, the Marketing Services budget request includes $16.6 million for the Pesticide Data
Program, a $1.2 million increase, and $5 million for the Microbiological Data Program, a
$250 thousand increase. At this resource level the Pesticide Data Program will be able to fund
continued participation by current cooperating States (California, Colorado, Florida, Maryland,
Michigan, Minnesota, Montana, New York, North Carolina, Ohio, Texas, Washington, and
Wisconsin) and maintain effective levels of food and drinking water testing. As State cooperator
costs have increased over the past five years, both the program and its cooperating agencies have
significantly streamlined operations. Despite cost reduction efforts, the program has had to
reduce sampling and testing targets and/or delay replacement and upgrades to laboratory
equipment essential to continued successful program delivery. The Pesticide Data program
generates comprehensive, statistically reliable information on pesticide residues in foods to
improve the Government’s ability to protect human health from pesticide risk. It is crucial that
the program meet its sampling and testing goals, especially since PDP concentrates its efforts in
providing better pesticide residue data on foods most consumed by children.

The Microbiological Data Program request includes an increase of $250 thousand to

cover the cost of sampling eight produce commodities by the State of Arizona. Sampling in
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Arizona allows the program to capture a larger number of imports through Mexico, which rise in
the winter months. By expanding the range of sampling sources and number of produce items
sampled, we can increase the chance of early identification of foodbome pathogens.

AMS Section 32 activities support both rural economic and children’s nutrition goals.
The Section 32 administrative budget proposal includes an increase of $882 thousand in
Commodity Purchase Service administrative authority from Section 32 resources to fund AMS
participation in the Food and Nutrition Service’s Farm to School Team. FNS identified AMS as
a partner in its efforts to link local and regionally-grown foods to school food assistance
programs because AMS can bring its marketing expertise to farm to school activities. FNS has
connections to the schools; AMS to agricultural producers. The team will bring together
stakeholders and agency partners to explore possible purchases, share best practices, and provide
technical advice and assistance.

CONCLUSION

By facilitating a competitive and efficient market for agricultural products, our programs
play a significant role in the ability of agricultural producers, processors, handlers, shippers, and
sellers to conduct business efficiently and effectively. Thank you for this opportunity to present

our budget proposal.
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GRAIN INSPECTION, PACKERS AND STOCKYARDS ADMINISTRATION
Statement of J. Dudley Butler, Administrator
Before the Subcommittee on Agriculture, Rural Development,
Food and Drug Administration, and Related Agencies
Introduction

Mr, Chairman and Members of the Subcommittee, I am pleased to share with you the
accomplishments of the Grain Inspection, Packers and Stockyards Administration (GIPSA), and
to discuss the Agency's fiscal year (FY) 2012 budget proposal.

GIPSA plays an integral role in ensuring the economic viability of America’s farmers,
and, in turn, of rural America. GIPSA’s programs directly and significantly impact three key
sectors of American agriculture — the livestock, poultry, and grain markets. Our work ensures
fair-trade practices and financial integrity for competitive markets, and promotes equitable and
efficient marketing across the nation and around the world.

QOur two programs are the Packers and Stockyards Program (P&SP) and the Federal
Grain Inspection Service (FGIS). P&SP protects fair trade practices, financial integrity, and
competitive markets for livestock, meat, and poultry. FGIS facilitates the marketing of U.S.
grains, oilseeds, and related agricultural products by providing the market with terms and
methods for quality assessments, maintaining the integrity of the grain marketing system, and
providing for the national grain inspection and weighing system.

GIPSA comprises approximately 769 full-time, part-time, and intermittent employees.
P&SP includes a headquarters unit in Washington, D.C.; three front-line regional offices in
Atlanta, Georgia; Denver, Colorado; and Des Moines, Iowa; and a cadre of resident agents that

are our eyes, ears, and compliance and regulatory presence on the ground. The grain inspection
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program has a headquarters unit in Washington, DC; the National Grain Center in Kansas City,
Missouri; and 7 field offices and 1 Federal/State office across the country. These field offices
are located in Cedar Rapids, lowa; Grand Forks, North Dakota; League City, Texas; New
Orleans, Louisiana; Portland, Oregon; Stuttgart, Arkansas; and Toledo, Ohio; and the
Federal/State office is located in Olympia, Washington. FGIS delivers official inspection and
weighing services via the national inspection system, a unique public-private partnership
comprised of Federal, State, and private inspection personnel. Our partners include 56 State and
private agencies authorized by GIPSA to provide official inspection and weighing services on
our behalf.

Packers and Stockvards Program

GIPSA’s P&SP regulates businesses that market livestock, poultry, and meat under the
Packers and Stockyards (P&S) Act. The P&S Act was promulgated in 1921 to promote fair and
competitive marketing in livestock, meat, and poultry for the benefit of consumers and American
agriculture. Under the P&S Act, P&SP fosters fair competition, provides payment protection,
and guards against deceptive and fraudulent trade practices in the livestock, meat, and poultry
markets. By protecting fair-trade practices and ensuring financial integrity for competitive
markets, GIPSA helps protect swine contractors, livestock producers and poultry growers, and
promotes transparency and fairness for all market participants.

GIPSA ensures industry compliance with the P&S Act through preventative regulatory
actions, investigations, and enforcement actions. In FY 2010, GIPSA closed 1,854
investigations that were opened in 2010 and prior years. During the fiscal year, GIPSA also
imposed $127,787 in stipulations, $341,027 in administrative penalties, and $347,705 in civil

penalties through the Department of Justice.
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As a result of our efforts, GIPSA maintained its key performance measure of industry
compliance with the P&S Act at 80 percent in 2010, sustaining a continued improvement over
2007’s 75 percent compliance rate. This level of compliance was achieved despite the
significant financial downturn that affected all market segments. Our efficiency, as measured by
the average number of days to complete an investigation, was 98 days in 2010, 16 days less than
2009 and 41 percent below the 165-day average of 2006, which preceded GIPSA’s Business
Process Reengineering initiative.

GIPSA also is making significant improvements in its operational effectiveness. In
FY 2009, GIPSA fully implemented its new enterprise-wide automated system that integrates
information management, automated tracking and monitoring capabilities, and extensive
reporting functions related to P&SP’s core business practices. The new system allows P&SP to
electronically conduct, document, and track investigations from beginning to end. GIPSA
deployed system enhancements in FY 2010, including updated standard operating procedures
and an automation workflow. Overall, the system allows GIPSA to operate more efficiently and
strengthens the Agency’s ability to track major case milestones.

To foster operational consistency across P&SP, in FY 2009, GIPSA launched a new
online repository of all official policy, procedural, and instructional resources. In 2010, GIPSA
extensively expanded and enhanced this resource to ensure that all P&SP employees work under
standardized operating procedures and processes. The system also includes a component that
fosters employee participation in determining the program’s direction and decision making.

Our ability to carry out our mission depends upon the expertise and professionalism of
our staff. GIPSA staff includes highly skilled individuals with varied expertise, including

economists, investigative attorneys, legal specialists, auditors, and investigators. Finally, GIPSA
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is ensuring that its cadre of resident agents, who provide our front-line presence in the industry,
has required skills, is staffed at an appropriate level, and is strategically deployed to ensure
achievement of our mission.

GIPSA releases timely and relevant information to agricultural media outlets. As part of
this outreach effort, GIPSA held training conferences on carcass evaluation on proper weighing

procedures for monorail scales for State and industry personnel.

In carrying out our work, GIPSA works cooperatively with our sister agencies within
USDA, and particularly with the Economic Research Service, Office of the Chief Economist,
National Agricultural Statistics Service, Agricultural Marketing Service, and Food Safety and
Inspection Service. We also regularly collaborate with the Department of Justice, Commodity
Futures Trading Commission, and other State and local law enforcement agencies with their
investigations.

GIPSA maintains a toll-free hotline (800-998-3447) to receive complaints and other
communications from livestock producers, poultry growers, and other members of the industry
or general public. The hotline allows callers to voice their concerns or file a complaint
anonymously. GIPSA responds to all received calls.

Federal Grain Ingpection Service

GIPSA’s grain inspection program facilitates the marketing of U.S. grain, oilseeds, and
related agricultural products by providing the market with the official U.S. grading standards, as
well as methods to assess product quality; maintaining the integrity of the marketing system by
enforcing the U.S. Grain Standards Act (USGSA) and the Agricultural Marketing Act of 1946

(AMA); and providing for America’s national inspection system, a network of third-party
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Federal, State, and private laboratories that provide impartial, user-fee funded official inspection
and weighing services under the authority of the USGSA and the AMA. In 2010, the national
inspection system provided more than 3.4 million inspections on over 300 million metric tons of
grain. A testament to GIPSA’s commitment to providing outstanding service to all segments of
the grain industry is the grain market’s usage of our terms, methods, and services to buy and sell
$64 billion of commodities annually.

GIPSA'’s grading standards help buyers and sellers efficiently identify the quality of grain
and grain products and provide a common language for trade. To ensure that they remain
germane, GIPSA regularly reviews the standards and seeks public input on their relevance. In
2010, GIPSA began its continuing review of the U.S. standards for wheat and testing methods to
enhance the marketability of U.S. wheat by accurately differentiating the ability of wheat to meet
specific end-use needs. GIPSA, in collaboration with the wheat industry, is pursuing two major
avenues to address the need for improved wheat functionality measurements. GIPSA is working
to standardize Farinograph testing, the most popular method for measuring how flour dough will
behave during processing, and provide a rapid test of gluten viscoelastic properties to predict
how wheat will function as flour in baking or other final processing.

To better serve the dynamic grain marketing system, GIPSA remains attuned to changes
in movement of U.S. grain and related products. The shipping of U.S. grain exports in
containers has increased significantly over the last few years and, as a result, official inspections
of containerized grain increased from 0.7 percent of total grain officially inspected at export
locations in 2005 to 2.6 percent in 2010. The number of container loading facilities in the United
States has grown from 8 in 2002 to more than 140 in 2010. GIPSA has made procedural changes

to facilitate this evolving marketing method and, in 2010, initiated a comprehensive review of
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the policies and procedures governing official inspection and weighing services for grain
exported in containers and is considering regulatory changes.

GIPSA continues to work with exporters, importers, and other end-users of U.S. grain
around the globe to facilitate the marketing of U.S. grain in global markets. GIPSA helps
resolve grain quality and weight discrepancies, helps other countries develop domestic grain and
commodity standards and marketing infrastructures, assists importers in developing quality
specifications, and, to harmonize international trade, trains foreign inspectors in U.S. inspection
methods and procedures. In FY 2010, a GIPSA employee was stationed in Asia to work with
industry partners to provide technical assistance and training, address grain quality issues, and
continue our outreach activities in the region. In addition, in FY 2010 a GIPSA representative
led a U.S. delegation that included representatives from the Foreign Agricultural Service, Animal
and Plant Health Inspection Service, and the Food and Drug Administration, to China to
negotiate language for a non-binding Memorandum of Understanding (MOU) to address China’s
concerns over soybean quality, plant health, and food safety. The draft MOU, which includes
key provisions that establishes a bilateral technical working group, and an agreement fora U.S.
rapid response team to be sent to China to investigate problem shipments when warranted, has
since been signed by both countries. GIPSA’s Asian outreach program addresses immediate and
long-term issues in the region, promotes a better understanding and adoption of U.S. sampling
and inspection methods to minimize differences in results, and develops face-to-face
relationships with foreign customers that facilitate and harmonize trade with this critically

important market.

In addition, GIPSA works with global partners to develop scientifically sound methods

for identifying biotechnology-derived grains. GIPSA’s Biotechnology Proficiency Program,
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initiated in 2002, enables organizations to improve their accuracy in identifying transgenic
events for grain. Today, 160 organizations—over 80 percent of which are located outside the
United States—participate in the program. In recognition of GIPSA’s expertise with agricultural
biotechnology testing, the U.S. rice industry has asked GIPSA’s to implement a rice proficiency
testing program to verify capabilities of testing laboratories.

Information technology solutions also help GIPSA more efficiently serve the
marketplace. In 2010, GIPSA completed a multi-year project to replace stand-alone applications
with an integrated web-based suite of applications that automates our core business practices.
The new system automatically generates official inspection and weighing certificates and
provides almost instantaneous record access.

Our continued success in fulfilling our mission of facilitating the marketing of U.S. grain
is directly attributable to our exceptionally skilled, experienced, and dedicated workforce. Our
staff, however, is aging, as many started with FGIS upon its inception in 1976. Seventy percent
of our mission-critical grain graders are eligible for retirement within the next 5 years. It takes 2
to 3 years to develop a competent grain journeyman grader within FGIS through internal
development programs and partnerships with various agricultural institutions. Over the past few
years, FGIS has successfully used an apprenticeship program to train grain inspectors and
develop their skills for successful advancement to the journeyman level. In March 2011, FGIS
will initiate a 2-year internship program for new and current employees. Interns will participate
in supervised training activities to develop competencies that FGIS has identified as core to our
mission and goals. This internship includes rotating assignments that cover the full range of
inspection work and on-the-job experience and training necessary for advancement. Upon

completion of the program, interns will become agricultural commodity graders.
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2012 Budget Request

To fund important initiatives and address the Agency's responsibilities, GIPSA's budget
request for FY 2011 is $44 million for salaries and expenses and $50 million in spending
authority for our Inspection and Weighing Services which would allow GIPSA to fully utilize
user fees collected for Inspection and Weighing Services. The budget includes additional
funding for enforcement of the Packers and Stockyards Act. In addition, we will submit a
legislative proposal for user fees to recover the costs of grain standardization and P&SP
activities,

We are requesting additional funding to further bolster market protections for buyers and
sellers of livestock, poultry, and meat through greater compliance, investigative, and
enforcement activities in the field. This increase will allow the Agency to expand investigative,
regulatory, and financial review activities to raise industry compliance with the P&S Act. These
activities will enhance market protections for buyers and sellers of livestock, poultry, and meat.
The funding will support hundreds of additional inspection and compliance reviews per year and
increase detection of P&S Act violations. In addition, GIPSA will be able to conduct ons;te
inspections of all regulated entities on a regular 5-year cycle, improving on the current
methodology of inspecting firms based on random samples and targeting at-risk entities. GIPSA
will increase routine financial reviews - solvency, custodial accounts, and prompt pay — of all
regulated entities including packers.

GIPSA will submit a legislative proposal to collect fees for the development of grain
standards and to amend the P&S Act to provide authority to collect license fees to cover the cost
of the program. This proposal is consistent with the overall effort to shift funding for programs

with identifiable beneficiaries to user fees.
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Conclusion
Mr. Chairman, Members of the Subcommittee, thank you for the opportunity to share
some of the accomplishments of our dedicated staff and to highlight our future plans to facilitate
the marketing of U.S. agricultural products and to promote fair and competitive trading practices
for the overall benefit of consumers and American agriculture.

I would be pleased to address any issues or answer any questions that you may have.
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Mr. KINGSTON. Thank you, Mr. Under Secretary. Mr. Farr, do
you have an opening statement?

Mr. FARR. No, sir.

Mr. KINGSTON. Okay. Then we will go ahead and start with ques-
tions.

BUDGET REDUCTIONS

First of all, I want to commend you on the APHIS budget. An
eight percent decrease is music to, I think, everybody’s ears. But
I do have a question about core mission versus maybe some of the
more popular programs.

Examples, have a decrease in the cattle health program of 12
percent; a 10 percent decrease in swine health; 50 percent reduc-
tion in aquatic animal health; 57 percent decrease in avian influ-
enza; and 87 percent decrease for chronic wasting disease surveil-
lance, but a 90 percent increase in biotech regulatory services; 170
percent increase in animal disease traceability; and 17 percent in-
crease for animal welfare.

And it would appear that the decreases come from the core mis-
sions, and the increases come from some—there may be newer and
maybe a little more crowd-pleasing in popularity.

And so, the balance between—and you know, one thing about
USDA is I think the success of USDA, as an agency, is it does the
dull normal, and it does the dull normal very well. And, as a result,
we have a good balance and a good food supply. And so, I am con-
cerned when we get caught in some of the other—maybe the more
political whims of the day, and you know, realize an animal or dog
dealers—there may be some abuses, but I still wonder why that is
such a federal issue.

So, I would like you to comment on the balance between those
programs and especially as respects your core mission.

Mr. AvAaLos. Well, Mr. Chairman, I really appreciate that ques-
tion and those comments. What we have done at APHIS, so many
of these core programs that you mention, they have actually—we
have been very successful. And being that we are in a very difficult
budget situation, and we have had to make some really tough
choices, we have really had to tighten our belt, and we have to ad-
dress issues accordingly.

A lot of these programs that you mentioned, we have had very
good success in controlling or eradicating. So, instead of continuing
to fund those programs, we took our limited resources and put
them to programs that we felt needed more attention at this time.
And also to address specific concerns from audits from the Office
of Inspector General, particularly on the dog dealers.

And I understand what you are saying, because before coming to
Washington—you know, I am from the State of New Mexico, I am
from rural America. And I did not realize that USDA dealt with
dogs. It was new to me, also. But after being here, I understand
that we do have the responsibility to enforce the Animal Welfare
Act. And after going through an audit from the Office of Inspector
General, you know, we had to make some changes. We had to im-
plement some resources to address those concerns.

Now
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ANIMAL WELFARE

Mr. KINGSTON. I wanted to ask you, just kind of interrupt a sec-
ond. But are you familiar with a case in, I believe, Brooklyn, New
York, about a woman who killed a hamster? Have you seen any-
thing in the news about that?

Mr. AvALOS. Mr. Chairman, I have not.

Mr. KINGSTON. I don’t know if anybody has seen that. A member
of the Ag authorizing committee mentioned it to me, that a woman
is actually, because of a local law—she apparently threw a hamster
out the window, which is, of course, a horrible thing to do, but she
is going to go to trial for it. And, you know, as disgusting of an act
as that is, you wonder sometimes, in view of our financial issues
and our unemployment issues and national security issues, is that
where resources should be spent?

And so, you know, with the dog dealers thing, I am concerned
about us, again, maybe doing what’s politically popular and getting
away from core missions.

Mr. FARR. Mr. Chairman, would you yield?

Mr. KINGSTON. Yes.

Mr. FARR. In the California legislature I carried a puppy mill
bill, and I am authoring one here in Congress. The reason it is im-
portant for them to do the inspection is that people in very rural
areas have been raising dogs in chicken pens like rabbits, breeding
them, very high-value dogs, and then selling them at huge prices
over the Internet. These dogs are not healthily bred, the mothers
are not healthy, often times. And people buy dogs, they are cute,
they are sweet, they spend a lot of money on them, and then they
find out that they really got ripped off. And it is very hard. You
know, you do not just return a puppy.

So, it is a practice that is just—it is a kind of an underground
scam, and it is huge in America. And that is why we are trying to
shut down—some states have adopted tough laws. I do not know
about hamsters——

Mr. KINGSTON. Well, let me interrupt you one second.

Mr. FARR [continuing]. Is a serious problem.

Mr. KINGSTON. Actually, my time has expired, so we can go on
your time now. [Laughter.]

Mr. KINGSTON. I was quite generous with my remaining minute.
And we will discuss this more. So, Mr. Farr, you are recognized.

Mr. FARR. Well, I guess I will just continue on that. I would hope
that—because you are going to spend some money on—Secretary
Merrigan announced that APHIS is going to reinforce its animal
welfare efforts, including tougher penalties for repeat offenders and
greater consistent action to strongly enforce the law.

How are your efforts to enhance the animal welfare program
going, and will the additional funding requested in this budget be
enough to support those efforts?

Mr. AvALOS. Mr. Chairman, Congressman Farr, first of all, I
want to state for the record that we do take enforcing the Animal
Welfare Act very seriously, and we are mandated by law to enforce
this, and we do take it very seriously.

And in response to the OIG audit, you know, we received rec-
ommendations from the Inspector General, and we implemented an
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action plan. And the focus really is on enforcement, and it is on in-
spector performance. And I think, Mr. Chairman, going back to
your question, I think inspector performance will have a lot to do
with those kind of decisions.

But anyway, our focus on the dog situation would be to regulate
Internet sales, and to regulate dogs that are imported for resale.

Having said that, I am going to ask our administrator at APHIS,
Cindy Smith, to expand on my answer.

Mr. FARR. Well, I guess the question here is really just is this
money going to be enough to really do the kind of crackdown—this
is big business, Mr. Chairman. It is—and it is a popular bipartisan
bi;l. And is this money going to give you the responsibility to do
it?

I mean—and it is interesting. You know, this committee has
seen—we regulate everything. You cannot transport chickens or
pigs or cattle or horses or anything else—horses are kind of ex-
empt, but everything else in agriculture has kind of the animal
welfare interests in it. So if you are going to make money off ani-
mals, you have got to handle them in a way that is humane. This
is a way of handling animals for profit in a very inhumane way.
And it is just totally contrary to all the laws that we adopt for, es-
sentially, animal husbandry and every other form of agriculture.

That is why we have got to go after these people that are just—
they are doing harm to an awful lot of animals, but they are doing
more harm to people that are spending a lot of money thinking
they are getting a cute little expensive pure-bred puppy, and find
out that it has got all kinds of congenital diseases and mental
issues, and just—the big thing in berthing is spacing, and there is
no spacing at all with this dog breeding program.

Mr. AvALoS. To answer your question, the funding of the budget
will allow us to do our job.

Mr. FARR. Okay. That’s all I need to know.

Do I still have time left?

Mr. KINGSTON. You still have two minutes.

Mr. FARR. Oh, thank you, Mr. Chairman.

NATIONAL ORGANIC PROGRAM

I wanted to ask you, on the organic program, as you know, you're
operating on a $7 million budget since 2010 year. And you have
about 16,000 certified organic operations, which are certified as
farms or processors, or retailers.

It’s now a $29 billion industry. It’s supporting more than 150,000
jobs, and you’re growing faster, that segment of agriculture is
growing faster than any other segment.

Your budget requests another $3 million to bring the NOP fund-
ing to $10 million.

And I know you've cracked down on these imports, China im-
ports, where they've falsified organic. You know, they lied about
their certification process, and you were able to catch them. And
that’s terrific.

I mean, this goes both ways. What we send abroad requires that
we do it legitimately according to the rules of certification. And
what we receive from abroad has to be done according to the inter-
national protocols on certification.
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With this industry growing—and I've seen it in California, where
before—and there’s another bill that I authored in the state legisla-
tion was creating the certified program.

But what happened is as market prices went up for organic, peo-
ple just started putting “organic” on everything. You could grow it
in 2:1 pesticide pit and put “organic” on it, until these laws were cre-
ated.

And I think the consumer, you know, it’s consumer confidence.
And you’re the ultimate enforcer of that, protecting that consumer
confidence.

And I want to make sure that you can do that well, because, you
know, there have been people scamming the system, and they
ought to be busted.

Mr. AvaLos. Congressman, I really appreciate your comments.

And Mr. Chairman, can I respond? I only have four seconds left?

Mr. KINGSTON. Without objection. You have 15 seconds. Maybe
a little longer. [Laughter.]

Mr. AvALos. I just wanted to reinforce that the organic sector is
the fastest growing sector in agriculture, experiencing tremendous
growth, and we'’re just getting started in that sector.

And I think it’s really important, this budget increase is needed
to address the increase in demand for inspections. And it’s really
important to protect the integrity of the organic program and the
organic label.

And also, it’s very, very important that we continue equivalency
agreements with countries that want to export to this country, so
we do not have a problem, like we did with China.

And right now we only have one agreement. That’s with Canada.
And we are pursing an agreement with the European Community,
and others.

So anyway, the funding request is very important for us to main-
tain the integrity of the program and for us to address the in-
creased demand for services.

Mr. FARR. Thank you.

Mr. KINGSTON. The gentleman’s time is expired. Mr. Bishop and
Mr. Nunnelee, we’re going to go in the order of arrival. So you're
next.

Mr. BisHopr. Thank you very much, Mr. Chairman. And let me
again welcome you, the witnesses.

COOPERATIVE AGREEMENTS WITH STATES

I've got a question. Given the fact that we are really, really
struggling with budgets and we’re trying to find effective and effi-
cient ways of delivering the services and providing the oversight
that has to be done in all of our marketing and regulatory pro-
grams, have you given any thought to the role that the states can
play in helping to eliminate some of the overlapping inspections,
some of the duplication, some of the state following the feds, and
vice versa, when it happens, so that it could be streamlined and
more effectively accomplished, with a better partnership, better re-
lationship between the state and the federal regulatory schemes in
your area of responsibility, for food inspection, for example.

I know I've had some conversations with our Commission of Agri-
culture, who believes very strongly that if he had just a fraction of
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the resources that you are expending in Georgia, that he could en-
hance the inspections that take place, and that it would be win-win
for both the federal government in the regulatory scheme, as well
as the states.

And it would avoid a lot of the duplication, because they go the
same place as you go, they look for the same things that you do.

And if, for example, you worked out a cooperative relationship,
so that you could maybe even delegate or authorize the state to
perform some of those inspections for you and do some joint train-
ing, that it might ultimately be lean and efficient, but effective.

Mr. AvALOS. Mr. Chairman, Congressmen, I really appreciate
those comments, because they make a lot of sense.

You know, I'm a firm believer that the Federal government
shouldn’t be the only answer, but the Federal government defi-
nitely has an important role to play.

And we do have a lot of cooperative agreements in place with the
states. And many, in fact probably other than salaries, the biggest
bulk of our budget in all three agencies are cooperative agreements
with States, which are very functional.

They make a lot of sense. Sometimes they can perform the task,
the duty, more efficiently than the Federal government can.

And so many times theyre doing it locally. They understand the
playing field and their home turf, so they can do a better job in im-
plementing programs.

So I agree with you. I understand also that, you know, not only
do we have budget constraints; States have budget constraints.

But we are working very close with the States, and we’re looking
at cooperative agreements and how we can streamline those coop-
erative agreements and still maintain the integrity of that specific
program.

Mr. BisHOP. Yeah.

They seem to feel that of course, obviously, both the federal gov-
ernment and the states are strapped for resources.

But with an effectively drafted agreement, it would appear that
the federal could save some funds and some resources, and the
state government would have their resources enhanced.

They’re there on the ground, anyway, and they go to the same
places that you go. So it should work.

And I would hope that you would look into that, and see how re-
alistically we could develop a program, even if we just do some pi-
lots.

Perhaps, if you found some States that are willing and want to
participate in that, just to see how it works, and if works well, then
it’s something that might be expanded to the rest of the States.

Mr. AVALOS. Absolutely, Congressman.

You know, Congressman, I think I'm going to ask. Maybe my ad-
ministrators might have additional comments. I'm going to ask Ad-
ministrator Smith to comment.

BIOTECHNOLOGY REGULATORY PROGRAM

Ms. SMITH. I could just mention, of course, we work very closely
with the States. It’s very important to us. One specific example I
could give you is in the biotech regulatory arena.

Mr. AvALOS. Mm-hmm.
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Ms. SMITH. That’s where our Plant Protection and Quarantine
Officers do our inspections of our field trials for genetically engi-
neered crops. And about five years ago, we started a pilot with the
States to train States that were interested in working with us to
do those inspections.

And we do have several States that do inspections now——

Mr. KINGSTON. The gentleman’s time has expired.

Mr. Nunnelee.

Mr. NUNNELEE. Thank you, Mr. Chairman. Well, we’ll just follow
up on where we left off. Let’s talk more about regulation of biotech.
I think I'm right. You're asking for a 91 percent increase in your
biotech regulatory services area?

Mr. AvALOS. Yes, that’s correct.

Mr. NUNNELEE. Can you elaborate on that?

Mr. AvaLos. Congressman, first I just want to say that biotech
is very important at USDA. Biotech is very important to the agri-
cultural sector, and very important to rural America, because
biotech offers another tool for us to meet the growing demand for
food and energy.

But on your specific budget question, I am going to ask Adminis-
trator Smith to answer your question.

Ms. SmiTH. We appreciate the opportunity to provide some infor-
mation on this request.

As the Under Secretary stated, this is a very important issue for
agriculture and for the country. And we have requested nearly a
double increase to do a number of things.

The first thing is to hire additional staff to complete both the
documentation associated with our compliance with environmental
statutes, such as the National Environmentl Policy Act—NEPA, as
well as to do our risk assessments, which are the basis for our au-
thority.

We’ll hire additional staff to be able to do that, because the num-
ber of applications that we are receiving to approve genetically en-
gineered products has dramatically increased in the last few years.

We also have significantly more field test locations and signifi-
cantly more scientific constructs, or the scientific building blocks of
what’s being field-tested, that we have to evaluate, as well.

So along those lines, then, to support field testing, we're also re-
questing funding to increase our oversight and our compliance, so
that we make sure that those that we’re regulating are keeping
those field trials confined to where they're being planted and what
they’ve been approved to do.

We are also requesting an increase in funding to support some
trade work that we need to do. We work bilaterally with other
countries to facilitate the acceptance of our genetically engineered
exports into their countries.

And then finally we’re requesting some funding to increase the
transparency of our program.

Mr. NUNNELEE. All right. And I don’t disagree. When I see that
kind of increase, I am just obligated to ask about it.

ENVIRONMENTAL IMPACT STATEMENTS

Following up, I think I see that you've got a request to outsource
some environmental impact statements for about $3.5 million.
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What process are you going to use to select those contractors?

Mr. AvAaLos. Well, Congressman, I'm going to go ahead and defer
to the Administrator.

Mr. NUNNELEE. Sure.

Ms. SmiTH. Yeah. We have a formal contracting process that we
follow in APHIS, as does the rest of the government, as well.

We identify what the requirements will be, that we’ll need to be
able to evaluate within those environmental documents. We put
that out for a public bid. We get offers on those, and then we make
a selection of whatever entities have the best credentials to do that.

Mr. NUNNELEE. All right.

And then final question on that subject. I also see that you're
adding a professional project manager and a technical writer, total
cost of $400,000.

I've been in D.C. for ten weeks. I understand it’s expensive to
live here. But $200,000 a pop seems awful high.

Ms. SMITH. I appreciate your question.

Part of that is also around the support that would be provided
to those two functions. And what we'’re trying to do in particular
with that project manager, is we currently have a workload of
about 22 of these petitions to approve for genetically engineered
crops, which is a tremendous number, compared to what we’ve had
historically.

We'’re used to having two, three, four or five in a year. And what
we want to do is create a function within our regulatory unit, that
makes sure that at every step in the process, as we are doing this
very complex regulatory analysis and process that we go through,
that every step in that process is maximized in terms of the use
of our resources, and we're doing everything we need to be able to
do, to get those approvals either done as quickly as we can, or to
come to the point in which we determine that there are scientific
issues that won’t allow us to do that.

Mr. NUNNELEE. All right. Thank you, Mr. Chairman.

Mr. KINGSTON. Mr. Graves.

Mr. GRAVES. I'm going to wait, if that’s all right.

Mr. KINGSTON. Okay.

ERADICATING INVASIVE SPECIES

I wanted to ask you, Mr. Under Secretary, about the Emerald
Ash Borer versus the Asian Longhorned Beetle. Asian Ash is going
to have a 65 decrease, whereas the Asian Longhorned Beetle, we've
got six trees in Boston, and you want $25 million for Massachu-
setts and in New York, $18 million. 'm not sure how many trees
in New Jersey, but it’s $2 million.

And yet on the Emerald Ash Borer, you're talking about equi-
table allocation of responsibility between states and the federal
government role, which I believe is the right route to go. I'm glad
that you are increasing partnerships.

But it seems a little bit inconsistent on the Emerald Ash Borer
versus the Asian Longhorned Beetle.

Mr. AvALoS. Mr. Chairman.

Mr. KINGSTON. Mm-hmm.
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Mr. AvaLos. The Emerald Ash Borer, is a pest that’s gotten to
where we can’t really prevent the spread and we can’t erdicate it
at this time; whereas the Asian Longhorned Beetle, it’s a pest

How come we’re beeping? Anyway the Asian Longhorned Beetle,
it’s a pest that we are able to control the spread of at this time.
We are close to eradicating this pest.

In fact, Mr. Chairman, last week I was a keynote speaker at an
Ag conference in the New England states—in Massachusetts—and
I found out that I was only 15 miles away from Worcester, Massa-
chusetts, where the site is—where they're trying to prevent and
eradicate the hot spot on Asian Longhorned Beetle.

And I just wanted to share with you and with the committee the
commitment that these people had there. There were the State and
Federal partners, and it was awfully cold out there. It was windy,
two feet of snow. They all had their snow shoes on. They were
going up and down that mountain, cutting trees, grinding the trees
and the logs.

The commitment was incredible.

So seeing that kind of commitment on the ground makes me feel
that the money that we’re investing is going to work. These guys
are committed to preventing the spread—well, they’re committed to
eradicating that pest.

So I guess what I'm trying to get at is: We have a chance with
that pest.

Mr. KINGSTON. But, what is their monetary commitment? Do you
know offhand?

Mr. AvaLos. I do not, Mr. Chairman. And I don’t know if:

STATE MATCHING FUNDS

Mr. KINGSTON. If you could just provide that for me later is fine,
you know, for the record. But I'm trying to figure out, is it equi-
table in terms of both pests? Or is it, you know, just is it consistent
across the board?

Because these things do flare up.

Mr. AvAaLos. Okay. Do you want to add any clarification?

Ms. SMITH. When you say “equitable,” you mean in terms of the
cost share being—by the state?

Mr. KINGSTON. Yes. Is there a specific formula on how you do it?

Ms. SMITH. I can get you the specific numbers. But one of the
things that I would emphasize on the Asian Longhorned Beetle is
that the potential impacts of the Asian Longhorned Beetle really
are tremendous, because you're talking about $12 billion, we’re pro-
tecting $12 billion worth of a resource in terms of the National
Hardwood Forest, that the ALB is right on the edge of.

In addition, you're also looking at protecting about $4.3 billion in
tourism.

So it’s a very significant resource being——

[The information follows:]

This year, APHIS budget authority under a Continuing Resolution at the FY
2010 level would be $33 million and States are contributing $9.843 million. These
figures result in a 77 percent APHIS cost share. For FY 2012, APHIS is requesting

$44.491 million, while States are expected to contribute $9.43 million. As a result,
the Federal cost share for FY 2012 would be 82 percent.
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Mr. KINGSTON. And let me ask you this, because cutting the trees
and grinding the wood and so forth, is really reactionary.

How are we doing in the lab, to prevent it? Where’s the science
of prevention? Do you know what stage it is

Ms. SmiTH. Right. Asian Longhorned Beetle, we're in a much bet-
ter position to know what to do. We’ve successfully already eradi-
cated it from Chicago, Illinois.

And so we believe that just with the right resources, that this is
something we can——

Mr. KINGSTON. But do you know what the science is?

Ms. SMITH. For Emerald Ash Borer?

Mr. KINGSTON. No, for Asian Longhorned.

Ms. SMITH. For Asian Longhorned Beetle, we are applying:

Mr. KINGSTON. You know, one of the age-old problems this com-
mittee has, particularly in ARS-type issues, is where we study the
sex habits of that pests in order to eradicate them, and then Read-
ers Digest, “Oh, the stupid idiots on Capitol Hill are studying
Asian Beetle sex now.”

And you know, but that is kind of what you need to do is figure
out how to keep these guys from getting together.

So maybe if you could give me a G-rated answer on that?

Ms. SMITH. Okay

Mr. KINGSTON. But do you know, where is the lab? What’s hap-
pening in the laboratory?

Ms. SMITH. The Asian Longhorned Beetle, our focus really is
going ahead and doing the eradication now. So with that, we have
the tools that we need, in terms of being able to do——

Mr. KINGSTON. But I know. But what is it?

Ms. SMITH. I think——

Mr. KINGSTON. Put on your Ph.D. Take me into the lab, what’s
going on?

ERADICATING INVASIVE SPECIES

Ms. SmiTH. Well, we’re not working in the lab, because we've got
the answers already from the lab, and we’re applying chemicals,
pesticides to kill the beetle infestations.

And we remove some of the trees, as well.

Mr. KINGSTON. And pesticide is the only way we know how to do
it?

Ms. SMITH. As well as——

Mr. KINGSTON. Like at what stage do you get the—are you an
entomologist or not?

Ms. SMITH. I'm not an entomologist.

Mr. KINGSTON. Neither am 1.

Mr. AvArLos. But Mr. Chairman, I'm not an entomologist either,
but just what I learned on the trip out to the site, yes, they're ap-
plying pesticides to the surrounding trees, but these pests, they get
into the ground, they get into the wood. And then, you know, they
survive that sub-zero weather.

Mr. KINGSTON. Mm-hmm.

Mr. AvALOS. By the science, the research that was given to these
people in the field was that if they take the wood and they grind
it to a half-inch or smaller, even if the eggs are in there, they can’t
survive.
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So that’s the answer at this time is to take any infested wood,
1grind it up to that diameter, and the eggs, the larvae, they won’t
ive.
hMr. KINGSTON. But it has to be infested before we can do any-
thing.

All right. My time has expired. Mr. Farr?

Mr. FARR. Thank you, Mr. Chairman.

It’s very interesting when you think about it. This committee has
the responsibility essentially for the biological war that’s out there.
It’s like the War on Terrorism, or anything else, because if you do
have these invasive species coming in, or the way grow in certified
products in this country, in order to send them out, that you've got
to get into this kind of exotic and very regulatory program.

And I mean, this is the witnesses that are essentially responsible
for all the certification of marketing that we’re doing it to the other
countries, and to consumers that we're doing it right.

And at the same time, the pest fighters.

And you have a lot of challenges then, because there’s all kinds
of new stuff going on. And I wanted to give you a whole list, that
you can just respond to in writing, of what you're doing about it.

LIGHT BROWN APPLE MOTH/EUROPEAN GRAPEVINE MOTH

Particularly I wanted to ask you about two of them. I mean, the
nursery needs in California are by this Australian moth that got
in—the light brown apple moth.

And it’s just created havoc. I mean, the State of California de-
cided the best way to do it is aerial eradication by spraying an or-
ganic material. And the public just went nuts:

“You’re not going to spray us.” They go nuts if you tell them
you’re going to spray them with distilled water. They just don’t like
helicopters spraying.

And actually, we're using law suits and brought the whole thing
to a stop.

The Feds have been phenomenal in making sure that the state
does it right in finding alternatives.

But I want to know, both with the light brown apple moth and
this new wine grape growers need with the European grapevine
moth—two moths that just could wipe out the biggest industries in
California—how do you balance between having enough money to
do the regulatory side—and just sort of the core that you do—but
all of this eradication? The war is on the ground.

And in every case, the host country in this case, or the industry,
whether it be nursery industry or wine grape grower industry,
they’re putting up their own private capital to match the efforts of
the federal government, or in the state.

States usually have the responsibility under their agriculture de-
partments. And that’s what Mr. Bishop was talking about, is we
need to develop a better farm team out there that’s on the ground,
first responders, to have the capacity, so that we don’t have to send
people from Washington to do that.

But I'm just curious—and you’re right out of the field. I mean,
you understand this stuff, because you were in New Mexico, and
you did an incredible marketing advancement of really being able
to match crops to markets.
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And you bring this ground sense into the USDA. Now that you’re
there, how are you going to balance the need for what you saw on
the ground when you were in New Mexico, and working with other
Ag Commissioners? And the need for them to maintain a certain—
I don’t want any message to be given to the community out there
that t{leir life’s depending on it, and they’re putting up their risk
capital.

And they're still trying to fight, because you got to certify all
this, every time you move a product out of county, you got to get
a certificate. Our Ag Commissioner issues about 200 certificates a
month on the light brown apple moth.

That’s real labor-intensive, because you've got to go out there and
do all the inspections.

How are we going to get a handle on this war? Do we have
enough money to do it?

Mr. AvAarLos. Well, Congressman, I really appreciate your com-
ments on these two very devastating pests. The light brown apple
moth. You know, it attacks over 2,000 different species.

It’s an ugly pest.

Mr. FARR. Mm-hmm.

Mr. AvaLos. And the European grapevine moth is just dev-
astating to the grape industry, not only of California, but you
know, we’ve

Mr. FARR. Yeah. We grow out there something called wine. And
people kind of like that, California wine.

Mr. AvALOS. Absolutely.

Mr. FARR. And it could wipe it out.

Mr. AVALOS. So anyway, to try to address your question, it’s dif-
ficult, especially in tight by the situation is not only here at the
Federal level, but I know it’s also very tight at the State level.

So we have to prioritize and we have to look at a pest that we
have a shot at controlling and eradicating versus one that is too
widespread and the resources that we put in will not benefit.

So anyway that’s pretty much the criteria that we’ve been using
as to where we allocate our limited resources. And I don’t know

Mr. FARR. I just want assurance. I mean, on the record. You can
give it to me personally. But I want it on the record, because a lot
of people are watching this hearing.

That you’re not going to let them down. I mean, you’ve invested
heavily in that light brown apple moth eradication, with sterile
flies and moths. And you’re doing a lot with the European—and
this is really, I mean, the grape industry is going nuts about that.

But you’re going to be there, and your budget says you’re going
to be there.

I want assurances that you will be.

Mr. AvaLos. Congressman, we will be there. These two pests are
devastating, and we’re not going to give up on them. Because with
these two I have a shot to prevent the spread, and we have a shot
to eradicate.

Mr. FARR. Thank you.

Mr. KINGSTON. Mr. Nunnelee.

Mr. NUNNELEE. No questions.

Mr. KINGSTON. Mr. Bishop.

Mr. BisHOP. Thank you very much.
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HEALTHY FOOD FINANCING INITIATIVE

Mr. Avalos, I was pleased to see that you are expanding your ac-
tivities in terms of providing marketing opportunities for small
farmers in the communities that are located near the farmers’ mar-
kets out there.

Can you tell me, about how many communities will be impacted
by the program, and whether those programs that you’re sup-
porting will be evenly distributed throughout the country, including
urban areas, but in our rural areas also?

Mr. AvaLos. Congressman, are you making reference to the
Healthy Food Finance Initiative?

Mr. BisHOP. I am.

Mr. AvALOS. Very good.

Just to kind of give a little bit of background to the committee
on the Healthy Food Finance Initiative, a priority for this Adminis-
tration is better nutrition, especially for low-income Americans

Mr. BisHOP. Yeah.

Mr. AvALOS. In rural and urban food deserts throughout the
country.

The $35 million that we’re requesting, it’s to partner up with
other federal agencies. We're just one of the players in this working
group.

This money would be used to develop or establish retail food out-
lets, maybe mobile food carts, in communities that don’t have op-
tions. They don’t have access to healthy food.

You know, and this is not only food deserts, but it addresses so
many other needs in communities where we don’t have access to
good, healthy food.

But I just wanted to emphasize—well, to answer your question,
we're looking nationwide. We’re not prioritizing one area over an-
other.

FOOD DESERTS

In fact, we did the research and identified food deserts.

Mr. BisHOP. Right.

Mr. AvALOS. And we have a map that demonstrates where
they’re located.

Mr. BisHorP. Mm-hmm.

Mr. AvaLos. But I wanted to emphasize to you, Congressman
and to the Committee, Mr. Chairman, that you know, this activity
is going to create jobs, it’s going to stimulate the local economies,
and it’s going to create new markets for our farmers.

Mr. BisHOP. Right.

Mr. AvALos. And also, I wanted to emphasize that this is not
just taxpayer money. You know, some of the projects will be lever-
aged with private sector investments. And really, Congressman, it’s
all about partnerships.

The Federal government can’t do it all, and we have to work with
the States, and work with the private sector.

And I know that there’s a tremendous interest from the retail
food industry.

And I'll give you a quick example.
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Mr. BisHOP. But there are programs, for example, on the local
level, some of the states have had projects, where they were able
to provide vouchers for individuals who were getting WIC, or indi-
viduals who were getting the EBT in the SNAP Program, so that
when they went to get their authorization and benefits, they could
come right outside the facility and have a farmer there, who would
be authorized to accept those vouchers for fresh fruits and vegeta-
bles, which would enhance that.

Those are the kinds of programs that I'm imagining that you will
be expanding into those food deserts.

But particularly the programs that USDA is in charge, the nutri-
tion programs that USDA is in charge of.

We've got senior commodity programs, we've got the WIC pro-
gram, we got the SNAP programs, and the School Lunch Program,
to enhance the utilization of fresh fruits and vegetables to enhance
the value.

How are you going to be able to do that, in terms of your mar-
keting? What is your plan for implementing that? And of course,
it goes along with what the First Lady has outlined to help us not
have our kids too fat to fight. [Laughter.]

Mr. AvaLos. Congressman, thank you for those comments. And
it does tie into the initiative of the First Lady, and this was impor-
tant.

The work we’re doing, you know, we’re not creating new pro-
grams; we’re using existing programs.

And I can talk about this from a personal standpoint, because be-
fore coming to D.C., when I was in New Mexico, I utilized these
programs to do exactly that.

The Farmer’s Market Promotion Program, we used that funding.
The Specialty Crops Block Grant Program, we used that funding
to expand, not only farmer’s markets, to utilize the WIC Program,
to utilize the SNAP Program at the Farmer’s Markets.

So this concept is just one component, Congressman. It’s a very
important component. But we’re also taking it a step further,
where we can partner up with a retailer—a retailer that wants to
bring in maybe a different version of one of their standard stores—
partner up with maybe a mobile food vendor, that wants to bring
in fresh fruits and vegetables certain times of the year, certain
days of the week.

So there’s a lot of options available to us. And I can assure you
the experience that I have on the ground in New Mexico, I will uti-
lize here in D.C.

Mr. KINGSTON. The gentleman’s time is expired.

Mr. Graves.

Mr. GRAVES. Thank you, Mr. Chairman, and Mr. Avalos, for
being here.

You know, after reading your biography there—and I know you
have a lot of experience in marketing, in agriculture and seeing the
budget and some of the testimony here—could you help the com-
mittee and myself understand what the return on investment has
been? Or how would you measure that with the investment in the
know your farmer and the farmer’s market activities of the mar-
keting department there.
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And what’s the taxpayer getting in return? That would help us
a little bit.

“KNOW YOUR FARMER, KNOW YOUR FOOD” INITIATIVE

Mr. AvaLos. Congressman, that’s a good question. And thank
you for the opportunity to talk a little bit about that, because I can
give you some of my hands-on experience, of some of these pro-
grams.

There’s a Know Your Farmer, Know Your Food initiative at
USDA. Really, it’s not a new concept; it’s been around for a long
time all over the country.

In fact when I was in Texas right before the Christmas holidays,
I went into my favorite grocery store in Texas, the H-E-B Super-
markets. And they have a Know Your Farmer, Know Your Food
Initiative they’ve had in place for three years.

Nonetheless, that’s probably the best way to measure this suc-
cess—because I'm a firm believer that the Federal government
should not be the only player.

The Federal government should be a player in a lot of these pro-
grams; but private sector has got to come into play; State govern-
ment’s got to come into play. Other entities have to come into play.

SPECIALTY BLOCK GRANTS PROGRAM

I'm going to talk a little bit about the Specialty Crops Block
Grant Program. This program is absolutely critical to the country-
side. Absolutely critical, because the money from that program ac-
tually trickles down to the producer, actually trickles down to the
shipper, to the packer, and to the retailer.

A good example is New Mexico chili peppers. About five years
ago, we started to think outside the box, started to market the
fresh green peppers outside of the state of New Mexico.

And already there was transplants that took the tradition with
them to Arizona, California, Texas, some of those surrounding
states.

So to sum up quickly, we started out with four states, utilizing,
especially the Specialty Crops Block Grant Program, utilizing in-
vestments from the producer, the shipper, and the retailer.

We expanded last year, the State of New Mexico was selling New
Mexico green chili peppers, fresh market, to 28 different states. It
went from maybe 58, $9 million sales to close to $35 million in
sales in five years.

I think that’s a good return on the Federal investment.

Mr. GRAVES. Does that happen across the board globally? Or is
that just one example?

I think where we are right now, I mean, you know as a com-
mittee, we have to make decisions on what’s the best investment
of the limited resources we have? And they’re very limited. And
what return is the taxpayer getting on that investment?

I think there are several members on this committee that think
that it might be better to return those tax dollars back to the tax-
payers and allow them to be their own marketers, and sell their
own produce, without the picking of winners and losers coming
from the federal government.
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Mr. AvaLos. Well, I appreciate that comment. But I can’t tell you
which program is better than the other program. But I can tell you
that the investment by the government and their return can be
demonstrated across the country.

I haven’t worked in marketing for 30 years, at the state level. I
have my old counterparts. And in fact, I reached out to them not
too long ago, at the last—what is it, North American Agricultural
Marketing Officials’ Convention—and we’re trying to put together
a list of success stories from the Specialty Crops Block Grant Pro-
gram to demonstrate the return on the Federal investment.

And I got a note from my administrator, Rayne Pegg, at AMS.
I think she wants to comment on this for a minute.

Mr. GRAVES. Oh, that would be great.

Mr. AvALOS. So I'm going to turn it over to her.

Mr. GRAVES. Thank you.

Mr. KINGSTON. You have 30 seconds.

Ms. PEGG. Oh, okay, I'll make it quick.

FEDERAL-STATE MARKETING IMPROVEMENT PROGRAM

Looking at some of the modest increases that we have for the
2012 budget, if you just look at the Federal-State Marketing Im-
provement Program—FSMIP—increase, that’s currently a $1.3 mil-
lion program, and we’re looking at doubling that. Even under the
$1.3 million program, we’re leveraging, there’s a match of roughly
four to five million dollars that we’re getting from those that are
applying to the program.

So we are getting a match of dollars, and it’s kind of a small
grants program that’s really helping people address many of the
issues that they need to address, whether it’s transportation issues,
how to get stuff to market.

So these are small investments that are making a big difference.

Some of the other investments and budget increases, the $1.9
million that we’re looking for the Transportation and Marketing
Program. You're seeing producers gathered together, 40 to 100 pro-
ducers gathered together, and they’re seeing price increases of $100
more per head on cattle sales, when they’re banding together.

So these are about creating sustainable market opportunities and
giving the right technical support, so that you do create a sustain-
able model that can meet both the small and medium and large
sized producers throughout the country.

Mr. GRAVES. Thank you.

Mr. KINGSTON. Ms. Lummis.

Ms. LummMis. Thank you, Mr. Chairman.

BRUCELLOSIS INTERIM RULE

First question regarding some APHIS issues. Thank you.

APHIS recently implemented an interim rule on brucellosis regu-
lations. And this is regarding the greater Yellowstone area.

And once upon a time in a former life, I was part of the GYIBC,
the Greater Yellowstone Interagency Brucellosis Committee. So I
know how long this has been going on. And the difference in mis-
sions, the competing missions of federal agencies.

I mean, you have APHIS, who’s trying to eradicate a disease that
needs to be eradicated. And you have the National Park Service,
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fighting tooth and nail because of the role that wildlife plays in the
eradication of the disease.

So it creates in the stage just kind of an untenable situation for
state veterinarians, livestock boards, livestock producers, and wild-
life managers.

Now I note that given the requirement for states to produce man-
agement plans within six months—normally this is a cost-sharing
deal—what resources should states expect the federal government
to put towards brucellosis management in the greater Yellowstone
area, when implementing these plans? Because of the cost sharing
stuff?

It’s kind of an unfunded mandate if it’s not a cost-sharing deal.

Mr. AvALos. Do you want me to respond, Congresswoman? You
were looking at Administrator Smith. I just wanted to make sure.

Ms. LummMis. You know, whoever wants to.

Mr. AvALos. Why don’t we both take a crack at it.

Ms. Lummis. Thanks.

Mr. AvAaLos. You know, I realize your concerns about the fund-
ing, and I realize that there is a tough budget situation, and a very
short time line.

So I can tell you this: That, you know, USDA will look for ways
to continue to contribute. I can’t tell you right now today how
much, but I can tell you that we will look for ways to support and
to contribute.

And I don’t know, Administrator Smith, if you have something
you can add to that.

Ms. SMITH. Yes. I would just express that commitment as well.
Of course, we want to work with the States, and recognize that
we're all in a bit of an uncertain funding situation.

But we recognize that these diseases, the States really are on the
front lines for where these diseases are located. And we very much
appreciate that. We need to be working with the States to do this.

I will also share that this interim rule, really the heart of this
interim rule is to reduce some of the pressure on the States and
the producers in the States, by allowing the States to keep their
class-free status, and just focusing on where the disease actually is
right in those——

Ms. Lummis. In the zone

Ms. SMITH. The limited zone.

Ms. Lummis. Yeah. I appreciate that so much. Thank you.

Mr. AvAaLos. And Congresswoman, I just wanted to say that I ap-
preciate that you understand how this works. I appreciate that you
understand the impact that brucellosis has on the cattle industry
and how bison and elk impact on that.

Ms. LummMis. Oh, it’s a conundrum. And obviously it’s not going
to be an easy one to resolve. So you know, thanks for hanging in
there with the States and with the producers. Because livestock
producers are between a rock and a hard place on this one. We end
up being the pawn between basically two federal agencies with
competing missions.

And so it’s a toughy.
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GRASSHOPPER PROGRAM

Question on grasshopper funding. I'm all over the map today.
How many protected acres has APHIS budgeted to treat for grass-
hopper outbreaks this summer?

Mr. AvaLos. Congresswoman, when you say grasshoppers, that
reminds me back in the 1980s in my home state of New Mexico,
I actually worked on the grasshopper and range caterpillar spray-
ing program.

Ms. Lummis. Oh.

Mr. AvALOS. I was quite a bit younger back then, and I remem-
ber walking up and down the range land, dodging rattlesnakes and
taking a count on grasshoppers.

So I appreciate that program real well, but I appreciate the dam-
age that grasshoppers can do to range land and to crop land.

I know that very, very well. So to try to answer your question,
you know, the notes they gave me—because I did ask about grass-
hoppers

[Laughter.]

Mr. AvALOS. Surveys that were taken indicate that the grass-
hopper population in the west should be less this year. However,
I know in your State in areas where there wasn’t a spraying pro-
gram for grasshoppers, the population’s probably come back a lot
stronger.

Ms. Lummis. Yep, yep.

Mr. AvALOS. So you know, now I'll let Administrator Smith clar-
ify, if 'm not correct, but we do have the resources to continue the
spraying program on the range land.

Mr. KINGSTON. The gentlewoman’s time has expired. If you could
just maybe submit it? Or we’ll have another round, if you want to.

[The information follows:]

Information from USDA——

APHIS is currently conducting surveys to identify areas that may have high
grasshopper and Mormon cricket populations this year. However, based on prelimi-
nary information and requests from land managers, APHIS anticipates that fewer

than 200,000 rangeland acres will require treatment. Because treatment costs vary
by location, the exact costs are unknown at this time.

Mr. Farr.

Ms. LummMis. Thanks, Mr. Chairman.

Mr. FARR. I'd just like to note for the record that the Greater Yel-
lowstone Interagency Brucellosis Committee was an earmark of
$650,000 by Reiburg and Simpson.

So earmarks really do help pinpoint problem-solving, and I hope
we’ll get back to them some day soon.

AUSTRALIAN STRAWBERRIES

I have an issue on California strawberries: big, huge industry in
California. Value added. Probably one of the most successful of all
agricultural products grown in the United States. All done pri-
vately, no subsidies at all.

And I want to thank you, you wrote a letter asking Australia to
drop its requirement for extensive sampling of strawberries. I
mean, these are fresh fruit, you lay them around for days while
you’re sampling them. They rot, and then you don’t accept them.
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And so it’s an interesting way of sort of having a, you know, ban-
ning imports, or not getting imports, or not getting sales.

And I wondered whether you've gotten a response to that letter,
and whether youre going to be able to establish a pre-clearance
program? Are you acting on that on trying to do pre-clearance and
get Australia to stop being so——

Mr. AvaLos. Congressman, unfortunately I don’t have an update
to give you at this time, and I don’t know if our administrator does
or not.

Ms. SMITH. Actually I don’t have an update on the strawberries
with Australia. But we’d be happy to get you in on that.

Mr. FARR. Okay Well, work on that. And we’re really looking for
being able to get a pre-clearance.

Ms. SmiTH. Okay.

[The information follows:]

USDA sent a letter to the Australia Department of Agriculture, Fisheries, and
Forestry (DAFF) on March 10, 2011. APHIS officials spoke with their counterparts
in Australia about the request later that day, and the DAFF officials expressed sup-
port for our preclearance proposal and for the timeframes we proposed. Australian

officials assured us that they will provide a formal response soon. We will continue
to discuss this issue with them.

SPECIALTY CROPS

Mr. FARR. You—for newer members, I'd just like to say that it’s
very interesting, when I came on this committee, I didn’t have a
lot of background in agriculture. And you sort of listen to all these
things, and you think, “Well, this is kind of wacky. Why do we
spend all this money?”

But I'll tell you, since being on this committee in the last 18
years in Congress, I've had a hundred stories of why government
1s so helpful to private sector farmers.

And it’s interesting, just last week, not in this section, but we
had a loan guarantee from the Department of Agriculture. The big
banks would not loan to this business. It had been very successful
for many, many years. And they needed $4 million. And they just
walked away and said, “We’re not going to help you.”

And they ended up going to a small bank, and went to the USDA
and got the loan guarantee. And this small bank says “This is the
biggest loan we’ve ever made, $4.2 million.” Saved 95 jobs of this
big ag distributor, who takes all these specialty crops and puts
them all over California.

And it’s just, you know, you wonder, why do you need loan guar-
?ntees? Why do you need these little things? These little—it is real-
y.

And I mean, I've become totally—the more you learn about this,
the more you realize that the government role is absolutely where
p}ll"ivate sector won’t go. They just drop the ball. There’s gaps out
there.

And T’ve found in politics that the people come to you when those
gaps exist, and ask you to kind of glue things together.

And I think if we just kind of meat-ax and chop a lot of these
programs, you're going to kill the missing link that really helps get
access to food in a safe way.

And whether it’s poor people trying to get it through food stamps,
or growers trying to get peppers to market, as you indicated. And
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I'm going to submit for the record, a lot of pest issues, because I'd
like some response on them.

But I just want to also say that I think that your entity is so im-
portant to be doing a good job, and I think that you, Mr. Avalos,
what I'd really hope and I think this committee would hope, is that
if you can find your experience at the local level.

I think the federal government’s got to work more closely with
states and local governments; I think we ought to delegate a lot of
those authorities; I think we ought to hand out a carrot and say,
you know, “If you get certified, we’ll give you some block money to
go do it.” And then we ought to check the heck out of you to make
sure that you’re doing it right.

But we do have to not spend money unwisely. We have to spend
it very wisely. But we also have to get a better bang for the buck.
And I think you’re in a position where you can do that.

MR. AVALOS’ AGRICULTURAL BACKGROUND

Mr. AvaLos. Congressman, maybe just to make remarks again,
Mr. Chairman, I am new to the committee. I haven’t been to this
committee before. I just wanted to give just a quick, quick back-
ground that I have been in agriculture all my life.

I am from New Mexico, grew up on a family farm, and I worked
in agriculture all my life. So I come to D.C. as the Under Secretary
overseeing three very, very important agencies that directly impact
on the people I worked with back home. And coming to D.C. is al-
most like coming to a foreign country to me, but one thing that I
do bring to the table is that I look at things very differently in
working with a champion writer-coach like Cindy Smith who has
been in D.C. most of her life.

I look at things different. I look at any decision I make or deci-
sion our agencies make. I look at it from the countryside to D.C.
There are a lot of people that have been here a long time. I look
at it from D.C. to the countryside. So I bring that perspective, and
I will try to utilize the benefit of all entities and agriculture.

Mr. KINGSTON. Thank you.

Mrs. Emerson.

Mrs. EMERSON. Thanks, Mr. Chairman, and forgive me for being
late, but I was running my own hearing this morning. So thank
you all for being here today. I appreciate it.

PACKERS AND STOCKYARDS ACT-PROPOSED RULE

Under Secretary Avalos, many producers have expressed concern
over the past months about GIPSA’s proposed rule to amend the
“Packers and Stockyards Act.” And I think that we all agree that
transparent and fair markets are important for producers, for pack-
ers, for processors, retailers and consumers. However, I have to say
that many of my livestock producers are very, very concerned, and
I have a very large livestock industry in my district.

They are very concerned that the new rules would go too far and
threaten their value-added marketing opportunities. I think that
they are concerned that the new rules would remove incentives for
premiums by treating all products like a homogenous commodity.
And so you know the state of Missouri adopted a Missouri livestock
marketing law back in 1999. It was implemented, I think, in May
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of 2001, and the law was very similar to policies included in the
GIPSA livestock marketing regulatory proposal.

Our producers felt this new regulation almost immediately and
the legislature had to repeal that in a special session, probably
three or four months after it was implemented. In our State there
was an immediate two percent impact on cattle prices, and a four
and a half percent decrease in hog prices costing our industry mil-
lions of dollars. And packers were reluctant to pay the same price
for Missouri livestock as for neighboring state livestock. Buying in
Missouri brought the added risk of a lawsuit for price discrimina-
tion.

And I understand that you all are doing an economic analysis on
the rule, which, of course, I think should have been done in ad-
vance of proposing the rule. Hopefully, that won’t happen again. So
two questions: Number one, has USDA studied the economic im-
pact of our Missouri law on producers; and, if so, were those issues
addressed in GIPSA’s proposed rule. And, second, does USDA in-
tend to go through a notice and comment period on a completed
economic analysis before moving forward on a final rule?

Mr. AvaLos. Congresswoman, I am not familiar with the law
from Missouri, but just as you were talking, I was thinking. This
sounds very serious, if it had such an impact on cattle and hog
prices. So I am hoping during the comment period that producers
from your State did submit some comments. This is a very, very
important part of the rulemaking process that we get comments
that talk about this rule and the negative impact it has on the in-
dustry, because it’s important.

The rulemaking process we went through, we got over 60,000
comments; and we are taking that very, very serious, and we are
reviewing them thoroughly. And these comments that we are sub-
mitting, I hope there were some on this rule. You know, they are
going to be used for the final cost benefit analysis. They are going
to be used to draft a final rule.

I wanted to talk a little bit about the process on the cost benefit
analysis. On the proposed rule, we did prepare a cost benefit anal-
ysis as part of the rule. It was reviewed by our chief economist, and
we did receive quite a few comments from private sector econo-
mists, university economists. We have seen quite a few comments
on the proposed rule.

Mr. KINGSTON. If the gentlewoman would yield?

Mrs. EMERSON. I would be happy to yield.

Mr. KINGSTON. Mr. Under Secretary, I want to emphasize,
though, that members of congress on a bipartisan basis would have
a respectful disagreement on that, and 115 wrote the Secretary to
raise that issue. So even, I think, there is a great deal of concern
that it has not been open and transparent. And I yield back.

Mrs. EMERSON. Thank you.

I'm sorry. Would you like to continue?

Mr. AvAaLoS. No. So I guess what I want to say is we have fol-
lowed the standard rulemaking process. I think that we have a
very good system in place in this country, and I just want to show
respect to the rulemaking process and let the system work; because
one thing I can tell you, Congresswoman and Mr. Chairman, and
members of the Committee, this is really important to me, having
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come from the countryside. And I promise you I have gotten com-
ments from a lot of people. Okay.

And, unfortunately, I can’t discuss them here, but I can tell you
that I really truly and USDA truly want to keep farmers and
ranchers and producers in business. We want to make sure they
have access to value-added, have access to premiums, and at the
end of the trail, I want to make sure that we have a sensible, work-
able, functional common sense rule.

Mrs. EMERSON. Well, I thank you.

Mr. Chairman, can I just make one comment since you borrowed
some of my time?

Mr. KiNGSTON. Okay.

Mrs. EMERSON. I would just simply say that coming from the
countryside, as you did, and I have great respect for that and it’s
really nice to have that perspective, like real world experience. And
I think that it makes for a better understanding of all the problems
everyone faces, producers face around the country. But it just
seems to me that coming from that perspective, you yourself—and
you don’t have to comment on this. This is my comment. You your-
self would want a cost benefit analysis done or an economic anal-
ysis done before a rule was even proposed, I would think. So thank
you so much.

Mr. KINGSTON. Thank you.

Ms. Kaptur.

Ms. KAPTUR. Thank you, Mr. Chairman.

Sorry I couldn’t be here earlier. We had a concurrent hearing
with HUD. The Transportation HUD Committee and the Budget
Committee, so I was interested in just placing on the record the im-
portance of funding for Emerald Ash Borer, because of the signifi-
cant impact it’s having in our region of the country where at least
ten percent of our tree cover, and maybe more, will be gone. And
it’s really an incredible sight to see entire neighborhoods com-
pletely denuded of trees and the replanting that will be necessary.

And USDA has been really helpful over the years with the spring
planting programs, and so forth, but I just wanted to mention that.
I also just wanted to make a comment. And not so much of a ques-
tion, but to encourage you in your GIPSA regulations and adminis-
tration to protect small producers, and also to do what is right from
a humanitarian and a scientific standpoint.

I know I happened to go through several houses on the East
Coast—poultry houses—and watched what happened to the indi-
vidual farmers who really became contract laborers for big integra-
tors and were placed into debt. And all of the risk in the contract
was placed on the farmer—not the integrator.

The birds died, for example, and I was so upset by what I saw
that I called USDA and asked them to put a standard contract for
farmers to look at so they wouldn’t get bilked in the contracting
process. I don’t even know if that still remains on the GIPSA
website. I hope it does, but I couldn’t believe some of the questions
that the farmers didn’t ask when they got themselves into these
really raw deals.

For example, the financing question itself it did on weights and
measures, the integrator controlled the feed that went to the ani-
mals. And so the farmer had to buy the feed from one supplier that
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happened to be the integrator. That’s a nice cozy deal. And there
was no separate weights and measures when that product came to
site.

I said to the farmers as we were walking through their
farmsteads. I said, “Could I ask you a simple question? Who con-
trols the manure? That’s black gold. Do you?” And the farmer said,
“We never asked that question.” I said, “You mean it’s not in your
contract?” “No.” I said, “Well, that’s interesting.”

I went to lunch with the company, the integrator, and they
brought out from the back room during lunch palletized manure—
not for us to eat. But it was very interesting to me that they
thought ahead, but the farmers were not even a part of the con-
versation. I then saw the immigrant workers that were working
there and I will never forget that. The conditions they worked
under, the nitrogen they breathed in, no shirts, no gloves.

I couldn’t believe it. I thought it was the 19th century, and I
didn’t sense that there was a real integration of Department of
Labor, Environmental Protection Agency, USDA on those sites.
Some of these so-called integrators also have polluted major parts
of our country, and we have got a problem over in Mercer County,
Ohio, now, with a place called Grand Lake St. Mary’s, because of
poultry farming and I believe livestock.

And I don’t really know what you can do about that at GIPSA,
but I would encourage you to protect the farmer. On your website,
give them good legal advice. Protect the small producer and go
after those that are really making lots of money and controlling
major shares of this marketplace, and take advantage of their mar-
ket power to do so. I just think that there’s another shoe that has
to fall, here, so I want to encourage you on. And I really felt that
our farmers—they weren’t farmers anymore. They were in bondage.

So I just share that experience for the record.

Thank you very much.

Mr. AvALos. Thank you for your comments, Congresswoman.

PACKERS AND STOCKYARDS ACT ENFORCEMENT

Mr. KINGSTON. Mr. Under Secretary, I want to get back a little
bit to Ms. Emerson’s question. And you may want to answer this,
or Mr. Butler you may want to. And the gist of it is you are asking
for expanded authority, yet I have to question your handling of the
Eastern Livestock situation. And your increase request is $2.2 mil-
lion on top of $24 million which you already have.

Last year it was estimated that 750 sellers in 30 states were im-
pacted by the financial failure of Eastern Livestock. They were
bouncing a number of checks, which totaled up to $130 million, and
according to USDA documents, USDA informed Eastern on June
17, 2010, that they needed to increase their surety bond to secure
livestock operations under the “Packers and Stockyards Act” before
continuing operation. But I'm wondering why more wasn’t done
earlier to enforce this.

And so the big question is there was some questionable activity
going on, and what was the action of GIPSA before the checks
started bouncing or as soon as they started bouncing. It would ap-
pear to me that we did not act quickly enough on that one.
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EASTERN LIVESTOCK FINANCIAL FAILURE

Mr. Avaros. Mr. Chairman, thank you for the question and
thank you for the opportunity to try to clarify it.

You know, Eastern Livestock, they were reviewed by GIPSA.
They were determined to be in compliance. Their financial audit
was prepared by a private sector CPA firm.

Mr. KINGSTON. Do you know if it was a compilation audit or was
it an audited statement, completely? Do you know—-certified ac-
cording to Generally Accepted Accounting Principles?

Mr. AvALOS. I know it was determined by an administrator, but
I don’t really know——

Mr. BUTLER. It was done by a private firm out of Louisville, Ken-
tucky. It was an unqualified financial statement, which as I under-
stand is the highest grade that you can get. It was attached to
their yearly report, which is a normal process for some companies
that we regulate.

Mr. KINGSTON. So it was according to the General Accounting
Principles?

Mr. BUTLER. Correct.

Mr. KINGSTON. And it was an audited statement, audited finan-
cial statement?

Mr. BUTLER. Correct.

Mr. AvAaLoS. So, Mr. Chairman, I just wanted to say that with
that information nothing suggested a potential for financial failure.
In reality, this was a check kiting scheme. The bank didn’t even
know. And GIPSA, they did their job, according to the guidelines
you’re supposed to work under. There was just no way for them to
know in advance.

Mr. KINGSTON. So it was more of a criminal act?

Mr. AvALOS. Absolutely.

Mr. KINGSTON. Once the letter was written to them about in-
creasing their surety bond, what happened after that to prevent
continued damage to the livestock?

Mr. AvaLos. Mr. Chairman, I am going to defer to Administrator
]f3ut1er. I think he can do a better job of answering this question
or you.

Mr. BUTLER. Once we wrote the letter instructing them to in-
crease their bond from, I believe it was $850,000 to a little over a
million, they did not follow through with that. We turned that over
to the office of General Counsel for prosecution.

But I would like to further say, in addition to what the Under
Secretary said, this has been publicized in the documents that are
on file. It’s in bankruptcy, a large bankruptcy being handled by the
trustee. This was a very, very sophisticated check kiting scheme.
As he said, the bank didn’t catch it.

The bank examiners didn’t catch it. Obviously, the accounting
firm didn’t catch it, and so at GIPSA we do not do, or our reviews
are limited on what we do. We go in to see if somebody’s solvent
and do they have enough money in their account to pay their bills.
Are the assets current assets in excess of current liabilities? We de-
termine whether they’re paying on time.

The Act requires that they pay within one business day. That is
very essential, because if they don’t, if it’s extended out, you have
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problems with the trust. We have a trust involved where they have
priority in case something happens. If it’s extended out past 60
days, the bond is not applicable. And so this was a catastrophic
failure unlike anything that I've seen. I've been in the cattle busi-
ness for years, and you say it was a criminal act, you know, the
Department of Justice is involved in it, and we just can’t say much
more about it.

Mr. KINGSTON. My time has expired, but I wonder rather than
having a whole set of new rules for GIPSA if we shouldn’t go back
and say that you have the ability to increase their bond higher
than you did. Or, if somebody doesn’t comply with your request
that they increase the bond, that you have faster authority to shut
them down or take remedial action on a faster basis. And then do
something in that June to November period that would give you
more authority when somebody is clearly on the fault line and then
all the red flags pop up.

Then we can act faster to prevent more livestock producers from
going broke over this. And my time is expired, but I want to ask
you on the next round about the poultry, or—excuse me—since we
have done things to help poultry farmers in a similar situation, if
we are doing enough or if there are things that can be done for the
livestock producers.

So you be thinking about that. My time has expired.

Mr. Bishop.

Mr. BisHOP. Thank you very much. I just want to go back to
GIPSA for a moment.

PACKERS AND STOCKYARDS ACT ENFORCEMENT

You're proposing an increase of $2.2 million for GIPSA, which re-
sult, as you project, in 500 additional inspections and compliance
reviews. According to the budget, this would increase industry com-
pliance to 84 percent. What would it take in funding and new in-
spections to reach 100 percent compliance?

Mr. AvaLos. Congressman, that’s a good question. It is a ques-
tion I don’t think I can answer, but I would like to make a few
comments.

The increase in funding, the request for the increase, really is for
stronger enforcement to increase the level of compliance, number
of reviews, the time it takes to process claims. I think this is all
very, very important; and just as important is protection that is
given to an additional 8,400 livestock producers in this country.

I have always said in discussions I have had with Administrator
Butler: compliance, it’s so much less expensive than litigation. And
obtaining compliance is really, really important at GIPSA, and to
avoid litigation would save the taxpayer a lot of money.

I wanted to give an example to determine kind of:

Mr. BisHOP. Could you possibly submit that later for the record?

Mr. AVALOS. Sure, absolutely.

Mr. BisHOP. That would be helpful to us.

Mr. AvaLos. Okay.

Mr. BisHOP. Because, I mean, 84 percent compliance is fine, but
that is 16 percent noncompliance.

[The information follows:]
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Fiscal year 2007 was the first year that the Packers and Stockyards Program
adopted as its performance measure, the percent of industry compliance, and this
data is available through FY 2010. During this period, compliance has improved
from an initial 73 percent to the current level of 80 percent. Within these data
ranges, the compliance rate improvements came primarily from improved manage-
ment strategies that increased field agent performance and additional employees in
the field.

Costs would increase substantially to reach higher levels of enforcement, as in-
creased presence in the marketplace would require additional employees and mecha-
nisms that would serve as a deterrent, such as penalties and enforcement. Reaching
100 percent compliance would involve rising marginal costs especially since most
regulated entities are spread throughout the country and effective enforcement re-
quires employees to travel to them.

Mr. AvaLos. Okay. And, now, Mr. Butler, do you have something
that you could add to that?

Mr. BUTLER. Well, I, like the Under Secretary, agree that, you
know, we are better served from an industry standpoint to try to
have compliance—deterrence if you will—have sensible regulations
where people know the rules of the game. It would be a malaise
if we were playing basketball and didn’t have any rules and didn’t
have any referees, so I understand that.

I understand the cost of prosecution, and we are trying to not
have to prosecute as much. I think the money is better spent trying
to educate and conduct oversight, our oversight in the field. So I
agree with you exactly. Getting a hundred percent compliance
would probably be like getting everybody not to speed on the high-
way. That’s a very difficult situation.

We would love to get up around 90 percent, and we hope that
we can do that, because it actually saves money and it helps the
industry as a whole, all people in the industry, every facet of the
livestock industry and the poultry industry. But, if I might, some
of our lower compliances are on the poultry side, because we don’t
have full administrative authority.

INDUSTRY COMPLIANCE

Mr. BisHOP. Mr. Butler, don’t you think that the American peo-
ple really deserve to have full compliance with those rules and reg-
ulations? And I know often we fall short of perfection, but I think
that was some great educator was noted for saying that failure is
not a sin. Low aim is.

You know, failure to reach a goal is not the calamity, but having
no goal to reach. And it seems to me that we ought to be trying
to get as close to that hundred percent compliance as we can, and
I was just trying to see if you knew what it would take to get there.
You say the 500 would get you to 84 percent compliance.

Mr. BUTLER. I will try to get with my people and come up with
that number.

Mr. BisHOP. Thank you.

Mr. KINGSTON. Mrs. Emerson.

Mrs. EMERSON. Thank you, Mr. Chairman.

PUBLIC COMMENTS ON GIPSA’S ECONOMIC ANALYSIS

Under Secretary Avalos, let me ask a follow-up question, because
I don’t think I was clear enough.
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I just asked a quick question on the previous GIPSA thing. Are
you all going to have a public comment period on the economic
analysis that you all have done?

Mr. AvALos. No.

Mrs. EMERSON. No? Okay. Thanks.

ANIMAL TRACEABILITY PROGRAM

Now, let me switch over to NAIS, if I could. And you are very
lucky that you weren’t here during the previous experience with it,
but you all are asking for nearly %9 million of an increase for ani-
mal disease traceability, which used to be NAIS or Animal ID, or
whatever you wanted to call it. And there’s quite a troubled history
with this program, and there was little buy-in, if any, really from
the livestock producers whom I represent. And I understand this
spring you all are going to propose a rule on traceability, which will
include dates for phased-in mandatory adoption.

So if I remember correctly, it was when TOP turned to a manda-
tory system that the past Administration was confronted with most
of the producer opposition, at least in my district, and everything
went crazy at that time. So I have three questions I would like to
ask about this.

Number one, why are you all so confident that you are going to
avoid the same objections that the NAIS plan experience? Number
two, APHIS’s implementation plan expects to begin enforcing iden-
tification collection requirements in 2012, early in 2012. Has the
Department identified exactly what burden these requirements will
place on our producers? And, third, the implementation plan dis-
sipates compliance levels for cattle identification to be near 80 per-
cent shortly after the reg goes into effect and exceed 90 percent
within the first year.

Personally, I think that’s overly optimistic. We probably are at
about 37 percent registration with the old rule, and that was after
six years and $142 Million. So if you could answer those, I would
appreciate it.

Mr. AvaLos. Congresswoman, I have heard about the past Na-
tional Animal Identification System—NAIS. I heard about it and I
hear about it. I heard about it in the countryside. Anyway, first I
want to state for the record that we are so fortunate, this country,
that we have the largest, the most diverse livestock industry in the
world, because that brings with it many challenges and many
issues, and many opportunities.

We have a brand new, well, we have a different approach. We
are looking at this approach of traceability totally different. The
previous approach was a mandate with the top down, very little
input if any from producers, from States and Tribes. So what we
did, immediately, we reached out to the producers. We reached out
to the Tribes, reached out to the States. We reached for the input
from them.

In fact, we had the first listening session in your State. And with
the work and the input from the States and the producer organiza-
tions, the Tribes, we came up with standards, standards that ev-
eryone has to meet. But we are also offering flexibility. Every
State, every Tribe can meet those standards in the way it works
for them, and I think that’s very important. I think that’s where
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we're getting the buy-in. And I'll admit that the cattle industry did
not like traceability. The problem has been the cattle industry, not
only in your State, but all over the country, but for good reason.

I come from a cattle state. I come from the West. I understand
the cattle industry, and it’s different, because you have to identify
each animal. You don’t identify a lot. You don’t identify a pen. So
it is a little bit more difficult than some of the big ranches in the
West. It is really difficult to register them. It is a task to register
and identify these animals.

So, anyway, having said that and trying to answer your ques-
tions, as far as determining the burden on the producers, I think
the buy-in is already there, because they understand from their
state, and I understand sometimes a producer doesn’t agree with
a State vet. But we also have input, and we have got a lot of input
from producer organizations.

Now, to get to the cattle and the compliance of 90 percent, on the
cattle side, we are going to identify the mature animals first, be-
cause they were the high risk animals. And until we reach that
level to be maybe 70 percent, is the targeted amount, then we are
going to phase in the feeder cattle. And it is not until we start
phasing in the feeder cattle that we see that we can reach 80-90
percent compliance in the cattle sector.

So I hope that answered the question and maybe explains it.

Mrs. EMERSON. Thank you very much. Thank you.

I may submit a follow-up question for the record as well as some
others, Mr. Chairman, but I have to leave.

Thank you.

Mr. KINGSTON. Thank you.

Mr. Farr.

Mr. FARR. Thank you, Mr. Chairman, for having the hearing and
going this many rounds.

REGULATORY REQUIREMENT FOR SHIPMENT PLANTS

I have a lot of questions. I will submit many to the record, but
I just want to ask one question, because it seems to me we are
stepping on our message. And it has to deal with APHIS’ require-
ment for rules for shipping plants from California and other West-
ern states that have sudden Oak Death Syndrome problems, be-
cause USDA mandated the safeguards that ensure that these
plants are free of disease.

But now you are requiring the shippers, California Nurseries, for
plants—that there are certain plants they are shipping—to notify
the receiving state the plants are arriving. So the question here, I
mean it’s tough on the industry. You are saying do all these addi-
tional protocols, which are expensive, and then you can ship.

But then you are also saying beware state, or beware buyer, this
is coming from an infested state or infested nursery. And it just
seems to me the road to confidence in our own rules to ensure a
plant’s safety doesn’t mean that they are safe. And is it signaling
that APHIS is going to require advance notification for other pest
infections?

Mr. AvaLos. Congressman, I am going to defer to Administrator
Cindy Smith.
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Ms. SMITH. I really appreciate the opportunity to respond to this,
because we appreciate the regulatory burden that we create in the
government as we try to protect agriculture.

With this particular requirement, we have done a couple of
things. We have changed our approach to reduce which plants,
which hosts to sudden oak death to P. Ramorum, that the shippers
will have to make notification on from 50 plants down to 5. So
what we have done is really reduced that burden very dramatically
by focusing on the five plants that we think will contain about 90
percent of the risk.

We have also reduced the areas that will have to meet with these
requirements—fewer counties and parts of counties—so we have re-
duced it in that way. The other thing I would say is that——

Mr. FARR. Is it affecting price?

Ms. SMmiTH. Well, what I would point out related to that is we are
not aware that it is affecting price. I don’t have that information,
but what I would say is we are allowing these plants to be shipped
before we get the test results back to see if they are testing positive
for P. Ramorum in order to reduce the regulatory burden and keep
commerce moving.

In the event though that these plants were to test positive after
they were shipped and went off to a state and then were distrib-
uted out of a nursery, those shippers would incur a much greater
amount of cost in terms of trying to track down and do tracebacks
of their plants. So while it does seem like a burdensome process,
we do think that it will also actually be saving money for the ship-
pers, if it did turn out that their test results turned out to be posi-
tive.

Mr. FARR. And do you think, sort of, it sounds like it is a pilot
in a sense? I mean getting it down to this kind of a style of man-
agement. Is this going to affect shipping of other infected plants?

Ms. SMITH. I think that will be determined by what it is we are
testing for and how long it takes to get those test results. And
then, of course, we always try to factor in what our regulatory re-
quirements are, how much of an impact they are going to make.

APHIS’ REGULATORY ENFORCEMENT

Mr. FARR. Well, I can see a lot of interstate battles going on. I
mean, you know, California and Florida are always competing on
oranges. We both grow, and they all want the industry to grow.
But the minute one has a problem, it’s to the glee of the other. Be-
cause all of a sudden, you know, California has got a problem, and
we in Florida don’t, or vice versa, and we can get more. You know,
we dominate the market.

So I think these sort of trade wars that go on all the time. We
have to be careful where government might be creating a problem
that isn’t there. I mean I can see why you want to do it, but I also
think if indeed your protocols that you spend a lot of time and re-
quire growers and handlers to fall on—if they follow those proto-
cols. I don’t know why we need to have the scarlet A written on
the plant.

Ms. SMITH. I would say that we completely appreciate what looks
like competing interests from different States that grow the same
commodities. And I think our regulatory enforcement activities
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really are geared at trying to reduce any additional burden another
State might want to put on, say, a State like California or Oregon
that has this kind of an issue. So we really are trying to reduce
the regulatory burden as much as we can, and try to prevent bat-
tles between the states by making sure we are focused on science
and putting the best methods in place.

Mr. FARR. Well, we will hear from the industry if you are not,
but it seems you are sending the message that you can’t trust our
protocols, because even after you follow them, we are still going
to—we are going to brand you. And going there I can understand
on a lot of liability issues, but, boy, it is also a question of whether
what we are telling people to do to prevent catching the disease is
going to be to their liability, so, handle it carefully.

Ms. SmiTH. Okay.

PUBLIC COMMENTS ON GIPSA’S ECONOMIC ANALYSIS

Mr. KINGSTON. Mr. Under Secretary, you use the word “partner-
ship” and “reaching out” and in your own description taking a view
from the farmland to Washington, instead of in reverse. But it
seems inconsistent the way you answered Mrs. Emerson’s question
about the GIPSA economic analysis extended comment period, that
it would not be open. And, you know, everything you have said,
that you support transparency, partnerships and discussion, it
takes a lot of constituent complaints to get 115 congressmen to
write a letter to any secretary on any issue.

And, I can say this as a member of this committee. We have had
complaints on the GIPSA rulemaking process on this thing prob-
ably as much as I had ever seen on anything. And so I don’t under-
stand why you are not doing that.

GIPSA’S RULEMAKING PROCESS

Mr. AvaLOS. Mr. Chairman, we have followed the standard rule-
making process from the very beginning. We have been accused of
overextending our authority. We received over 60,000 comments.
So there is no doubt it is determined that we have stirred up the
countryside, and for good reason. This is a major change to a law
that has been in place since 1921. And, if I could, I would like to
just make a general statement that would come from my thoughts
for the countryside.

You know, this proposed rule, like I said, it brings a major
change to the Packers and Stockyards Act. And it is normal to re-
sist change. It is normal to be concerned about how it is going to
impact someone’s livelihood, how it is going to impact the day-to-
day operation of the farm or the ranch, how it is going to impact
the bottom line, the future of the farmer ranch and the future for
their kids.

Like I said, we received over 60,000 comments, and I want to go
on record thanking the people that took the time to prepare and
submit these comments, because I know it took a commitment. It
took an expense to do that, and this is very important, and we take
those comments very, very seriously.

Mr. KINGSTON. Well, what the complaint from the agriculture au-
thorizers are—and as you know, this is a fairly bipartisan culture
in Ag politics, if you will. But what the complaint is, is that during
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the Farm Bill there were hearings on this and there was discus-
sion. And they wanted you to fill in the blanks, but you went be-
yond the blanks, and that’s where the rub is. And, you know, there
seems to be a trend of being very cautious about the bureaucracy
overreaching and setting up, as you are talking about, profound
changes, which probably should come back to the U.S. Congress
rather than this potential authority. Because it appears to me that
getting back to what Mr. Butler said is that compliance is better
than lawsuits, cheaper than lawsuits.

Working together is better than working from an adversarial
standpoint. And what I envision is on the path that it seems to be
on right now, we’re going to have some real clashes between the
Executive Branch and the Legislative Branch if you come out with
a rule that appears to overreach and overstep, particularly in a
process that hasn’t been as transparent as our constituents wanted
to be. And, also because of that, you know, profound changes, even
though you have complied with the law, maybe the spirit you
haven’t complied with.

And you know how it takes a while to stir up farm folks, but
once they are stirred up, they lock in on a position and you do have
them stirred up.

Mr. AvALOS. I understand, Mr. Chairman, and I appreciate your
comments.

Mr. KINGSTON. Well, we opened this up a little bit more. What
can we get you to do? We never authorize on appropriations, as Mr.
Farr well knows, of course. But there is some temptation here.

Mr. AvALOS. At this time I cannot tell you that we will open up
the cost benefit analysis for comment, but I will take your request.
I will take that back to my office and back to the Secretary.

Mr. KINGSTON. I believe that, again, this is not me alone talking,
but there is a strong bipartisan movement here that we need this
process to be more open than the economic analysis to be maybe
more third-partyish, you know, kind of rubber-stamped. So we do
have concerns, and I will look forward to working with you on this
process.

Mr. AvaLos. Yes, sir, Mr. Chairman.

Mr. KINGSTON. And, Mr. Farr.

Mr. FARR. No further questions.

Mr. KINGSTON. Well, with that, we certainly appreciate you being
here, and sorry about the New Mexico photos, but we will get that
rectified. Thanks a lot.

Mr. AvALos. Thank you, Mr. Chairman, Congressman Farr.

Mr. KINGSTON. This hearing is closed.
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UNITED STATES DEPARTMENT OF AGRICULTURE
MARKETING AND REGULATORY PROGRAMS - QUESTIONS FOR THE RECORD
MARCH 10, 2011

QUESTIONS SUBMITTED BY MR, KINGSTON
RESOURCES FOR KNOW YOUR FARMER, KNOW YOUR FOOD

Mr. Kingston: Mr. Avalos, after reading your biography, I can tell
that you have had a successful career in the area of agriculture marketing,
egpecially as it relates to locally grown products. Based upon your budget
and Ms. Pegg’s testimony, USDA is shifting more attention and resources on
farmer’s markets and the local agricultural marketing efforts. Can you help
me get a better understanding of USDA’s Return on Investment when it comes to
resources spent on Know Your Farmer, Know Your Food and the numerous
investments in Farmer’s Markets.

Response: Know Your Farmer, Know Your Food is not a new investment; it
is a USDA-wide effort to focus current programs toward a common goal of
developing new economic opportunities for farm income by better connecting
consumers with local producers and supporting healthy eating. Nor are we
redirecting resources; USDA has programs all across the Department that can
cultivate local capacity to strengthen local and regional food systems. This
effort does not create a new slate of programs; we just need to make sure
that the ones we have work better. We believe consumers that are aware and
can make healthy decisions while supporting the local economy will lead to
healthier communities and a healthier America that’s the ultimate return on
investment. Investing in regional food systems is a win for farmer income
and a win for consumers.

Through technical assistance and grants, the Agricultural Marketing
Service (AMS) supports this effort to develop local and regional food systems
that stimulate economic growth in rural economies, create jobs, give farmers
more markets for their products, and provide people with access to a variety
of foods.

AMS’ Transportation and Market Development program, currently funded at
$5.8 million, has experts who provide technical assistance to help start up
new farmers markets, assist mature farmers markets in transitioning to
permanent facilities, help develop regional distribution and collection
facilities, and evaluate rural and agricultural transportation. Agency
marketing specialists and engineers conduct site assessment and design
support, provide consumer profiles of local market trade areas to market
managers and planners, and examine opportunities for technology improvements
in permanent food market and storage facilities. Market development
specialists may also review equipment specifications and offer advice on
facilities management, energy efficiency, design adjustments and postharvest
handling. The program conducts studies to address marketing hurdles or help
identify consumer preferences and demographics. AMS has developed handbooks
and guidance documents on how Lo create new direct market outlets such as
CSAs {Community Supported Agriculture) and farmers markets. For example, AMS
leadership assisted community members in developing the Lansing, Michigan
City Market, which inveolved vacating an existing market site, relocating and
building a new market, a challenging site, competing permanent and seasonal
vendors, a tight schedule and a limited budget. AMS specialists acted as an
independent facilitator to build consensus among participants with diverse
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interests and agendas. AMS experts also provided guidance on the design of
the Edcouch, Texas market which will serve a region that has the largest
concentration of Hispanic farmers in the country.

We have requested an increase of $1.9 million to capitalize on our
expertise of marketing systems to stimulate the development of regional food
hubs {centrally located facilities for locally or regionally produced food
products) and marketing outlets for locally and regionally grown food where
they are most needed.

AMS also administers grants programs that support Know Your Farmer,
Know Your Food: matching grants to state agencies through the Federal-State
Marketing Improvement Program (FSMIP), Farmers Market Promotion Program
{(FMPP) and Specialty Crop Block Grants (SCBG) programs.

FSMIP - FSMIP grants are awarded to State Departments of Agriculture
and other State agencies to explore barriers, challenges, and opportunities
in marketing, transporting, and distributing food and forest products on a
matching basis. Current annual appropriations at $1.334 million leverage
state funding for about 25 projects a year. FSMIP grants offer nearly
endless possibilities for projects that support this initiative, such as
building an online marketing tool or finding better ways to collect and
distribute compost in a community.

In FY 2010, AMS received grant applications for $4 million in federal funding
for 59 projects across 31 states and U.S. tervitories. For FY 2012, we
propose to expand this program by $1.3 million to increase the availability
of grants funds with an emphasis on value-added projects that are of
practical use to the agricultural industry and spotlight local and regional
food marketing.

FMPP - FMPP is authorized by the Farmer-to-Consumer Direct Marketing
Act of 1976 and funded by the 2008 Farm Bill. FMPP grants help communities
support local food systems through direct marketing such as farmers markets,
roadside stands, community-supported agriculture, and agri-tourism. These
are competitive grants of up to $100,000 awarded to non-profit organizations,
local governments, tribes, businesses and others such as economic development
corporations, agricultural cooperatives, or regional farmers’ market
authorities. Priority is given to projects that increase access to local
foods by low-income consumers, develop training and educational programs for
new direct farm marketers, or provide professional training for market
management .
SCBG - Specialty crop grants, also funded by the 2008 Farm Bill, are awarded
to state agencies, who often re~grant to local organizations, for projects
that enhance the competitiveness of specialty crops {fruits, vegetables, tree
nuts, horticulture, and flowers). Many projects involve grant money to
market locally-grown foods--"buy local" campaigns--and establishing premium
markets for organic produce.

Mr. Kingston: Now I know some obvious benefits of locally grown food,
but this Committee needs to make decisions on which programs or initiatives
vield the greatest results. So what does this business model tell us?

Response: Developing new economic opportunities for farm income
through local market outlets reduces costs and improves profitability.
American farmersgs feed our nation and the world, but they are all local to
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somewhere. USDA wants to foster the viability and growth of small and mid-
size farms and ranches, and we want to create new opportunities for farmers
and ranchers by promoting locally produced foods. We also want to build the
infrastructure necessary to support a local food system, and we need local
partners to do that. Local and regional food systems mean fresh food,
vibrant communities, a strong connection between cities and the countryside,
and support for this and the next generation of farmers and ranchers. Better
access to local, nutritious foods allows consumers, especially low-income
Americans, seniors, etc., to make healthy eating decisions while supporting
the local economy, leading to healthier communities and a healthier America.

MICROBIOLOGICAL DATA PROGRAM

Mr. Kingston: As we work to eliminate duplication in government
programs and services, especially in the area of food safety, this
Subcommittee will look at areas within USDA and FDA where we can find
efficiencies. Can you explain to the Subcommittee what activities are
conducted by AMS’ Microbiological Data Program (MDP) and how the MDP differs
from those microbioclogical activities at DHHS’ FDA and USDA's FSIS as well as
any other part of the Federal and State food safety network?

Response: AMS’' Microbiological Data Program (MDP) activities differ
from, but complement FDA and FSIS food safety programs and their work with
the Federal and State food safety network. FSIS is responsible for meat and
poultry food safety. In that capacity, F8IS tests meat, poultry, and egg
products, but does not test fresh produce. FDA is responsible for the safety
of all other foods. FDA is developing criteria for food production critical
control points to minimize contamination. FDA and the Centers for Disease
Control and Prevention (CDC) investigate outbreaks of illness asscociated with
contaminated foods.

MDP does not regulate food safety but coordinates with those agencies
to support food safety efforts while carrying out AMS’ mission to facilitate
the marketing of domestic agricultural products. As you know, consumer
concerns over foodborne pathogens can severely depress demand. MDP conducts
a statistically-based nationwide sampling and testing program to monitor
selected domestic and imported fresh fruits and vegetables for foodborne
pathogens. To use resources efficiently and avoid duplication of effort, MDP
focuses its monitoring on produce commodities that are often implicated in
foodborne outbreaks and selects the commodities to be tested with FDA’s
advice, MDP reports to FDA on all findings where pathogens are found in the
foods tested, provides sampling support for laboratories working on method
development, and bacterial isoclates needed for research and evaluation of
contamination trends.

MDP establishes standardized protocols and conducts sampling and
testing operations through cooperating State agency partnerships. The
Program maintains a very close working relationship with FDA and the State
agencies, including regular and frequent information exchange. MDP relies on
FDA scientists and expertise for updates on new methods, proficiency testing
for laboratories, and protocols for data reporting.

MDP tests produce for specific food-borne pathogens, such as
Salmonella, pathogenic E. ceoli strains and E. coli 0157:H7. The systematic
approach to data gathering by MDP allows for comparison of analytical results
across laboratories and evaluation of trends in microbial contamination of
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these commodities throughout the years. MDP provides FDA and CDC with
information needed for outbreak investigations. CDC has used MDP data to
connect human illnesses to contaminated foods and when necessary, has
requested MDP’s help to sample and test food products suspected of being the
source of outbreaks.

MDP runs a statistically-driven national level sampling plan based on
per capita consumption, marketplace availability, and product origin.
Participating State laboratories analyze fresh produce samples using rapid,
sensitive, and current technologies from detection of pathogens to isolation
and identification. MDP also tests the pathogen isolates for additional
characteristics useful in epidemiological and outbreak investigations,
including DNA fingerprinting, serotyping and resistance te antimicrobial
compounds used in animal and human health.

MDP data on isolates fingerprinting results are uploaded to CDC's
PulseNet database; MDP isolates data on antimicrobial resistance are uploaded
to CPC’s National Antimicrobial Resistance Monitoring System database for
public health policy decisions on use of antibiotics. MDP uses a state-of-
art, secure data collection, data entry, storage, and retrieval system that
covers sampling activities through analytical results for reporting. FDA and
MDP are also working together to u